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REPORT  OF  THE  AUDITOR  GENERAL  OF  ALBERTA  1978-79 

1.0  INTRODUCTION 

1.1  FOREWORD 

1.1.1  The  purpose  of  this,  the  first  annual  report  of  the  Auditor  General  to  the  Legislative  Assembly  is 
to  fulfill  the  reporting  requirements  of  section  19  of  The  Auditor  General  Act,  Chapter  56,  Statutes 
of  Alberta  1977.  In  addition  to  including  my  audit  observations  and  recommendations,  it  covers 
the  circumstances  culminating  in  the  proclamation  of  The  Auditor  General  Act,  the  functional 
and  reporting  changes  effected  thereby,  the  organizational  and  operational  developments  that 
these  changes  necessitated,  plus  an  outline  of  the  anticipated  future  direction  of  the  Office  of  the 
Auditor  General. 

1.1.2  In  preparing  this  report,  judgement  was  exercised  as  required  by  two  specific  sections  of  The 
Auditor  General  Act.  Section  25  of  the  Act  does  not  require  me  to  report  on  matters  which,  in  my 
opinion,  are  immaterial  or  insignificant.  Section  19(5)  of  the  Act  allows  me  to  refrain  from 
reporting  deficiencies  in  systems  or  procedures  otherwise  subject  to  report  under  subsection 
19(2)(d)  or  (e)  when  such  deficiencies,  in  my  opinion,  have  been  or  are  being  rectified. 

The  effect  of  these  two  provisions  is  to  permit  the  report  to  concentrate  on  the  more  important 
matters  which  require  corrective  action  and  to  encourage  management  to  undertake  systems 
improvements  in  a  timely  manner  after  deficiencies  have  been  reported  by  the  Auditor  General 
in  his  reports  to  management  at  the  conclusion  of  individual  audits.  It  should  be  noted,  however, 
that  where  systems  deficiencies  result  in  significant  identifiable  losses  or  have  the  potential  to 
lead  to  significant  losses  of  either  public  funds  or  assets  acquired  with  public  funds  or  are 
regarded  as  having  general  applicability,  such  deficiencies  are  not  subject  to  the  provisions  of 
section  19(5)  and  are  consequently  included  in  this  report. 

1.1.3  I  acknowledge  with  gratitude,  the  excellent  co-operation  and  assistance  extended  by  manage- 
ment and  staff  of  all  departments,  funds  and  provincial  agencies,  to  members  of  the  Audit  Office 
during  the  course  of  audits  conducted  by  this  Office.  Furthermore,  in  accordance  with  section 
19(1  )(b)  of  The  Auditor  General  Act,  I  am  pleased  to  report  that  I  have  received  all  the  informa- 
tion, reports  and  explanations  required  in  carrying  on  the  work  of  the  Audit  Office  with  the 
exception  of  the  problem  concerning  lack  of  access  to  Government  of  Canada  taxation  records 
described  in  section  4.5.1  of  this  report. 

1.2  THE  PROVINCIAL  AUDITOR  ERA 

1.2.1  April  1, 1978  was  a  milestone  in  legislative  auditing  in  Alberta.  It  marked  the  end  of  the  Provincial 
Auditor  era  and  the  commencement  of  a  new  era,  that  of  the  Auditor  General.  In  the  seventy- 
three  year  history  of  the  Audit  Office  prior  to  enactment  of  The  Auditor  General  Act,  five  persons 
served  in  the  capacity  of  either  Provincial  Auditor  or  Acting  Provincial  Auditor: 

E.W.Burley  1905  -  1922 

James  C.  Thompson,  C.A.  1923  -  1936 

ChasM.Lang,F.C.A.  1936-  1942 

C.K.  Huckvale,  F.C.A.  1942  -  1972 

Douglas  W.  Rogers,  C.A.  1972  -  1978 

1.2.2  The  audit  function  underwent  many  important  changes  during  the  Provincial  Auditor  era,  the 
most  significant  of  which  related  to  the  Provincial  Auditor's  reporting  responsibilities  and  the 
growing  recognition  of  the  desirability  of  true  independence. 

1.2.3  The  Treasury  Department  Act  of  1906  first  established  the  position  of  Provincial  Auditor.  In 
addition,  funding  for  the  Audit  Office  was  provided  through  the  Treasury  Department,  and  thus  it 
would  appear  that  the  Provincial  Auditor  was  an  officer  of  that  Department.  The  1924  Treasury 
Department  Act  Amendment  Act  confirmed  this  arrangement  and  included  the  Provincial 
Auditor  in  the  Treasury  Department's  Control  and  Audit  Branch.  Statutory  reports  by  the 
Provincial  Auditor  were  presented  to  the  Provincial  Treasurer  for  submission  to  the  Legislative 
Assembly.  The  Provincial  Auditor  was  empowered  to  report  directly  to  the  Legislative  Assembly 
only  if  the  Treasurer  did  not  "within  the  time  prescribed  .  .  .  present  to  the  Legislative  Assembly 
any  report  made  by  the  Auditor  on  the  appropriation  accounts  or  any  other  accounts".  This 
statutory  right,  however,  was  apparently  never  exercised.  Although  he  could  be  removed  from 
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office  for  cause  only  by  the  Lieutenant  Governor  on  address  of  the  Legislative  Assembly,  the 
governing  legislation  afforded  the  auditor  little  or  no  statutory  independence  from  those  whose 
affairs  he  was  auditing. 

In  practice  however,  despite  these  apparent  constraints,  the  Office  of  the  Provincial  Auditor  did, 
over  the  years,  project  an  image  as  being  separate  and  apart  from  the  Treasury  Department.  In  so 
doing,  it  achieved  a  very  high  degree  of  de  facto  independence.  Partly  in  recognition  of  this 
situation,  since  1931  the  Audit  Office's  funding  was  provided  through  the  Legislation  Depart- 
ment, rather  than  through  the  Treasury  Department.  Eventually,  with  the  coming  into  force  of 
The  Financial  Administration  Act,  1968,  the  Audit  Office  officially  ceased  to  be  a  branch  of  the 
Treasury  Department. 

1.2.4  Reporting  responsibilities  and  methods  adopted  by  Provincial  Auditors  varied  over  the  years. 
Prior  to  1924,  the  Public  Accounts  consisted  of  a  variety  of  schedules  and  statements  related  to 
cash  receipts  and  payments  with  a  notation  at  the  foot  of  each  to  the  effect  that  they  were 
"certified  correct"  by  the  Provincial  Auditor.  For  the  first  time  in  the  Public  Accounts  for  the  fiscal 
year  ended  March  31,  1924,  a  balance  sheet  and  other  summary  financial  statements  of  the 
General  Revenue  Fund  prepared  on  a  modified  accrual  basis  were  produced,  together  with  brief 
notes  on  accounting  policy  changes.  This  major  revision  to  the  Public  Accounts  resulted  in  an 
expansion  to  the  nature  and  quantity  of  supporting  information  to  the  financial  statements. 

The  first  brief  financial  analysis  and  explanatory  report  by  the  Provincial  Auditor  accompanied 
the  1931  balance  sheet.  Over  the  years,  this  report  was  expanded  and  developed,  as  were  the 
financial  statements  of  the  General  Revenue  Fund,  with  extensive  notes  being  included  as  an 
integral  part  of  the  financial  statements  in  1974.  During  this  period  the  form  and  content  of  the 
financial  statements  of  boards,  commissions,  trust  funds,  and  agencies  of  the  Province,  all  of 
which  were  audited  by  the  Provincial  Auditor,  were  also  expanded  and  developed.  The  Public 
Accounts  were  prepared  entirely  by  the  Office  of  the  Provincial  Auditor  so  that  in  fact  they 
became  the  Provincial  Auditor's  annual  report  to  the  Legislative  Assembly.  In  this  way,  the 
reporting  of  financial  information  to  the  Legislative  Assembly  by  the  Provincial  Auditorgradual- 
ly  evolved  and  expanded. 

1.2.5  Another  noteworthy  evolutionary  development  originated  from  an  amendment  to  the  1924 
Treasury  Department  Act,  which  required  all  government  cheques  to  be  prepared  and  signed  by 
the  Provincial  Auditor  subsequent  to  the  pre-audit  of  appropriate  authorized  payment  docu- 
ments. When  a  computerized  system  for  cheque  preparation  was  instituted  in  1962,  the  above 
statutory  requirement  necessitated  the  computer  centre  being  located  within  the  Audit  Office. 
This  computer  centre,  between  the  years  1962  and  1975,  in  addition  to  producing  cheques,  was 
developed  to  become  the  centralized  computer  facility  handling  the  data  processing  needs  of  all 
departments  of  government  on  a  service  basis.  An  amendment  to  The  Financial  Administration 
Act  passed  in  1974,  discontinued  the  requirement  that  cheques  be  prepared  in  the  Audit  Office 
thereby  enabling  the  computer  centre  to  be  transferred  to  the  Department  of  Government 
Services  in  1975.  The  pre-audit  of  disbursements  and  signing  of  cheques,  however,  remained 
Audit  Office  functions  until  March  31,  1978. 

The  control  afforded  by  pre-audit  undoubtedly  served  the  Province  well  over  the  years.  By 
subjecting  every  expenditure  transaction  to  objective  scrutiny  outside  the  department  of  origin, 
it  provided  an  effective  deterrantto  irregularities  and  fraud.  It  is  nowformally  acknowledgedthat 
cheque  preparation  and  signing  are  management  functions  and  therefore  inconsistant  with  the 
concept  of  an  auditor's  independence.  It  has  been  acknowledged  that  pre-audit  is  an  appropriate 
and  valuable  management  review  function,  and  consequently,  the  system  has  been  retained 
subsequent  to  March  31,  1978  under  the  administration  of  the  Treasury  Department's  Office  of 
the  Controller. 

1.2.6  The  Financial  Administration  Act,  1977  and  The  Auditor  General  Act,  both  of  which  came  into 
effect  on  April  1,  1978,  brought  to  a  close  the  Provincial  Auditor  era  in  Alberta  and  formally 
recognized  the  modern  concept  of  a  legislative  auditor's  statutory  independence.  In  particular, 
responsibility  for  the  preparation  of  the  Public  Accounts  was  transferred  to  the  Treasury  Depart- 
ment and  the  Auditor  General  received  a  more  specific,  yet  considerably  wider,  operating  and 
reporting  mandate. 
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1.3       THE  AUDITOR  GENERAL  ACT 

1.3.1  The  Auditor  General  Act,  Chapter  56,  Statutes  of  Alberta  1977,  was  assented  to  on  November  10, 
1977  and  came  into  force  on  April  1,  1978.  It  is  the  principal  legislation  under  the  authority  of 
which  the  Office  of  the  Auditor  General  operates  and  reports  and  is  included  in  Appendix  IV  to 
this  report. 

1.3.2  The  continually  increasing  sophistication  and  complexity  of  financial  and  management  control 
systems,  together  with  the  continued  development  of  electronic  data  processing,  particularly  in 
the  last  decade,  have  posed  considerable  challenges  to  auditors  everywhere.  Collectively,  they 
have  responded  to  such  challenges  by  reappraising  their  role,  redefining  their  objectives  and 
developing  techniques  and  methodologies  to  cope  with  the  new  environment.  Some  Canadian 
legislative  auditors,  confronted  with  these  and  the  added  challenges  associated  with  rapid 
increases  in  government  revenues  and  expenditures,  have  found  themselves  inhibited  by 
outdated  or  otherwise  inappropriate  operating  and  reporting  mandates. 

In  response  to  this  situation  in  Alberta,  the  Legislative  Assembly  passed  The  Auditor  General  Act 
in  the  fall  of  1977.  Similar  new  legislation  has  also  been  established  in  recent  years  by  Canada, 
Ontario  and  British  Columbia  and  such  legislation  is  currently  under  consideration  in  some  other 
provincial  jurisdictions. 

1 .3.3  By  its  nature,  the  usefulness  of  financial  or  other  information  tabled  as  evidence  of  accountability 
in  the  Legislative  Assembly  is  dependent  upon  its  credibility.  One  of  the  most  important 
functions  of  the  Auditor  General  is  to  lend  credibility  to  such  information  through  the  formal 
expression  of  his  opinion.  Accordingly,  it  is  essential  that  the  Auditor  General  must  be,  and  must 
be  seen  to  be,  independent  of  both  the  Government  and  those  charged  with  implementing 
Government  policy.  Section  3  of  The  Auditor  General  Act  establishes  the  necessary  independ- 
ence by  designating  the  Auditor  General  an  officer  of  the  Legislature.  He  is  appointed  by  the 
Lieutenant  Governor  in  Council  on  the  recommendation  of  the  Legislative  Assembly  and  can 
only  be  removed  in  a  similar  manner.  He  is  independent  of  Government  and  reports  to  the 
Legislative  Assembly  in  the  manner  indicated  in  section  2.3.6.  of  this  report. 

1.3.4  Among  the  more  significant  changes  introduced  by  The  Auditor  General  Act  are  the  reporting 
powers  contained  in  sections  19(2)(d)  and  19(2)(e).  For  the  first  time  in  Alberta,  the  Auditor 
General  may  report  on  instances  in  which  it  has  been  observed  that  management  control 
systems  designed  to  ensure  economy  and  efficiency  in  the  utilization  of  resources  were  not  in 
existence,  or  if  they  were,  were  inadequate  or  had  not  been  complied  with.  Similiarly,  the  Auditor 
General  may  report  on  instances  in  which  it  has  been  observed  that  where  appropriate  and 
reasonable  procedures  could  be  used  to  measure  and  report  on  the  effectiveness  of  programs, 
such  procedures  were  not  established  or  were  not  being  complied  with.  The  implications  of  this 
wider  reporting  mandate  are  discussed  and  expanded  upon  further  in  section  2.3.4  of  this 
report. 

1 .3.5  The  transfer  from  the  Audit  Office  to  the  Treasury  Department  of  responsibility  for  pre-audit  of 
expenditures,  together  with  the  rationale  therefor,  has  already  been  discussed  in  section  1.2.5 
above.  A  further  change  effected  at  April  1,  1978  involved  discontinuance  of  the  arrangement 
whereby  the  Audit  Office  and  the  Treasury  Department  were  joint  custodians  of  the  Govern- 
ment's main  securities  vault.  This  function  was  assumed  solely  by  the  Treasury  Department  at 
that  date.  It  should  be  noted  however,  that  not  all  Provincial  Auditor  functions  and  responsibili- 
ties ceased  with  effect  from  April  1,  1978.  Much  of  the  work,  for  example,  relating  to  audits  of 
departments,  regulated  and  revolving  funds,  provincial  corporations,  boards,  commissions  and 
other  agencies  with  fiscal  periods  ended  March  31,  1978  was  performed,  of  necessity,  after  that 
date.  Preparation  of  the  1977-78  Public  Accounts  was  another  responsiblity  which  somewhat 
curtailed  the  available  resources  of  the  Office  of  the  Auditor  General  during  its  first  year  of 
operation.  These  matters  have  contributed  to  delays  in  developing  and  implementing  proce- 
dures designed  to  meet  the  operating  requirements  contained  in  The  Auditor  General  Act. 

2.0  OFFICE  OF  THE  AUDITOR  GENERAL 

2.1  THE  AUDITOR  GENERAL  AS  AUDITOR 

2.1.1  Section  12(a)  of  The  Auditor  General  Act  appoints  the  Auditor  General  auditor  of  every  depart- 
ment, regulated  fund,  revolving  fund  and  provincial  agency.  In  addition,  section  12(b)  empowers 
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2.1.2 


2.1.3 


2.1.4 


2.1.5 


the  Auditor  General,  with  the  approval  of  the  Select  Standing  Committee  on  the  Offices  of  the 
Auditor  General  and  the  Ombudsman  to  be  appointed  auditor  by  a  crown-controlled  organiza- 
tion or  any  other  organization  or  body. 

Pursuant  to  the  provisions  of  section  12(b)  of  The  Auditor  General  Act,  the  Select  Standing 
Committee  on  the  Offices  of  the  Auditor  General  and  the  Ombudsman  approved  the  Auditor 
General's  appointment  as  auditor  of  the  following  entities  for  the  1978-79  fiscal  year: 

Alberta  Helium  Limited 

Canadian  Energy  Research  Institute 

Coal  Mining  Research  Centre 

Computer  Modelling  Group 

Foothills  Hospital  Employees'  Charity  Fund 

Foothills  Hospital  Foundation 

Petroleum  Recovery  Institute 

Sulphur  Development  Institute  of  Canada  (SUDIC) 

The  Canadian  Association  of  Youth  Orchestras 

University  of  Alberta  Foundation 

University  of  Alberta  Hospital  Employees'  Benevolent  Fund 
University  of  Alberta  Hospital  Employees'  Charity  Trust 

The  audited  financial  statements  of  these  entities  have  not  been  reproduced  in  this  report 
because  the  Auditor  General  acted  as  auditor  at  the  request  of  management.  In  these  instances 
there  was  no  direct  accountability  to  the  Legislative  Assembly. 

In  addition  to  the  entities  covered  by  section  1 2  of  The  Auditor  General  Act,  the  Auditor  General  is 
also  auditor  of  fourteen  irrigation  districts  operating  under  the  authority  of  The  Irrigation  Act, 
Chapter  192,  Revised  Statutes  of  Alberta  1970,  as  amended.  These  irrigation  districts  are  not 
provincially  owned  but  receive  cost-sharing  funding  for  capital  improvements  from  the  Province 
of  Alberta.  The  Auditor  General  is  appointed  auditor  of  these  districts  under  section  43  of  The 
Irrigation  Act.  The  irrigation  districts  concerned  are  as  follows: 


Aetna  Irrigation  District 

Bow  River  Irrigation  District 

Eastern  Irrigation  District 

Leavitt  Irrigation  District 

Lethbridge  Northern  Irrigation  District 

Macleod  Irrigation  District 

Magrath  Irrigation  District 


Mountain  View  Irrigation  District 
Raymond  Irrigation  District 
Ross  Creek  Irrigation  District 
St.  Mary  River  Irrigation  District 
Taber  Irrigation  District 
United  Irrigation  District 
Western  Irrigation  District 


Although  they  are  not  provincially  owned,  these  irrigation  districts  have  been  allotted  material 
amounts  of  public  funds,  particularly  from  the  Alberta  Heritage  Savings  Trust  Fund.  Accordingly, 
in  the  interests  of  accountability  and  since  traditionally  they  have  usually  been  included  in  the 
Public  Accounts,  the  audited  financial  statements  of  these  irrigation  districts  are  reproduced  in 
Appendix  I  to  this  report. 

Under  the  terms  of  the  Alberta  Crown  Agreement,  the  Auditor  General,  acting  on  behalf  of  the 
Minister  of  Energy  and  Natural  Resources,  has  the  right  to  post-audit,  on  a  continuing  basis,  the 
books  and  records  of  the  Syncrude  Project.  The  purpose  of  this  monitoring  activity  is  to  give 
assurance  that  there  has  been  compliance  with  the  Alberta  Crown  Agreement  and  related 
accounting  manual  and  to  verify  the  determination  of  the  deemed  net  profit  or  loss  of  the  Project, 
thereby  establishing  the  quantity  of  synthetic  crude  oil  and  other  leased  substances  which  may 
betaken  by  the  Province  of  Alberta  as  royalty.  This  right  is  currently  being  exercised  by  theOffice 
of  the  Auditor  General  pending  transfer  of  this  function  to  the  Department  of  Energy  and  Natural 
Resources  in  due  course. 

The  financial  statements  of  Syncrude  Canada  Ltd.,  which  operates  the  Syncrude  Project,  are 
audited  by  a  private  sector  firm  of  chartered  accountants. 

The  Public  Accounts  for  the  fiscal  year  ended  March  31,  1979  contain  the  audited  consolidated 
financial  statements  of  the  Province  of  Alberta,  the  audited  financial  statements  of  the  General 
Revenue  Fund  and  the  audited  financial  statements  of  the  following  provincial  agencies,  revolv- 
ing funds  and  regulated  funds: 
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Advanced  Education  and  Manpower: 

Students  Finance  Board 
Agriculture: 

Alberta  Agricultural  Development  Corporation 

Alberta  Agricultural  Research  Trust 

Alberta  Hail  and  Crop  Insurance  Corporation 

Irrigation  Land  Manager 

The  Horned  Cattle  Purchases  Act  Trust  Account 

Wheat  Board  Money  Trust  Account 
Attorney  General: 

Motor  Vehicle  Accident  Claims  Fund 

Public  Trustee 
Business  Development  and  Tourism: 

Alberta  Opportunity  Company 

The  Research  Council  of  Alberta 
Consumer  and  Corporate  Affairs: 

The  Alberta  General  Insurance  Company 
Culture: 

Culture  Revolving  Fund 

Glenbow-Alberta  Institute 

The  Alberta  Art  Foundation 

The  Alberta  Cultural  Heritage  Foundation 

The  Alberta  Foundation  for  the  Performing  Arts 

The  Alberta  Historical  Resources  Foundation 

The  Government  House  Foundation 
Education: 

School  Book  Branch 

School  Foundation  Program  Fund 

Teachers'  Retirement  Fund 
Energy  and  Natural  Resources: 

Alberta  Oil  Sands  Technology  and  Research  Authority 

Alberta  Petroleum  Marketing  Commission 

Forest  Development  Research  Trust  Fund 

Natural  Gas  Pricing  Agreement  Act  Fund 

Environment: 

Alberta  Environmental  Research  Trust 

Environment  Council  of  Alberta 

Surface  Reclamation  Fund 

Water  Resources  Revolving  Fund 
Executive  Council: 

Alberta  Educational  Communications  Corporation 

Energy  Resources  Conservation  Board 

Government  Services: 

Government  Services  Revolving  Fund 
Hospitals  and  Medical  Care: 

Health  Care  Insurance  Fund 

Housing  and  Public  Works: 

Alberta  Home  Mortgage  Corporation 

Alberta  Housing  Corporation 
Labour: 

The  Workers'  Compensation  Board 

Municipal  Affairs: 

Alberta  Planning  Fund 

Improvement  Districts'  Trust  Account 

Special  Areas  Board 
Recreation,  Parks  and  Wildlife: 

Alberta  Games  Council 

The  Recreation,  Parks  and  Wildlife  Foundation 


5 


Social  Services  and  Community  Health: 

The  Alberta  Alcoholism  and  Drug  Abuse  Commission 
Solicitor  General: 

Alberta  Liquor  Control  Board 

Alberta  Racing  Commission 
Transportation: 

Alberta  Resources  Railway  Corporation 

Transportation  Revolving  Fund 
Treasury: 

Alberta  Heritage  Savings  Trust  Fund 

Alberta  Municipal  Financing  Corporation 

Consolidated  Cash  Investment  Trust  Fund 

Land  Purchase  Fund 

Retirement  Annuities  Fund 

Treasury  Branches  Deposits  Fund 
Utilities  and  Telephones: 

Gas  Alberta  Operating  Fund 

The  Alberta  Government  Telephones  Commission 

The  audited  financial  statements  above,  in  the  opinion  of  the  Auditor  General,  satisfy  the  Public 
Accounts  reporting  requirements  of  section  77  of  The  Financial  Administration  Act,  1977, 
except  for  the  non-inclusion  of  the  financial  statements  of  The  Alberta  Government  Telephones 
Employees'  Pension  and  Death  Benefit  Fund  which,  accordingly,  have  been  included  in  Appen- 
dix I  to  this  report.  The  Auditor  General's  report  on  the  Public  Accounts  under  section  18  of  The 
Auditor  General  Act  is  reproduced  in  section  3.1.1  of  this  report. 

2.1.6  Section  2(5)  of  The  Financial  Administration  Act,  1977  exempts  most  of  the  Act's  application  to 
bodies  operating  under  the  authority  of  certain  specified  legislation.  These  bodies,  which  are 
primarily  the  provincially  owned  universities,  colleges,  hospitals  and  related  funds,  are  as 
follows: 

Advanced  Education  and  Manpower: 

Academic  Pension  Plan  Fund  of  the  University  of  Alberta 
Colleges: 

Grande  Prairie  Regional  College 

Grant  MacEwan  Community  College 

Lethbridge  Community  College 

Medicine  Hat  College 

Mount  Royal  College 

Red  Deer  College 
The  Banff  Centre  for  Continuing  Education 
Universities: 

Athabasca  University 

The  University  of  Alberta 

The  University  of  Calgary 

The  University  of  Lethbridge 

University  of  Alberta  —  Chembiomed  Ltd. 
Hospitals  and  Medical  Care: 

Edmonton  Area  Hospital  Planning  Council  Fund 

Edmonton  Radiopharmaceutical  Centre 

Hospitals: 

Alberta  Children's  Provincial  General  Hospital 
Foothills  Provincial  General  Hospital 
Glenrose  Provincial  General  Hospital 
Provincial  Cancer  Hospitals 
University  of  Alberta  Hospital 

The  audited  financial  statements  of  the  above  bodies  are  not  included  in  the  Public  Accountsfor 
the  year  ended  March  31,  1979,  nor  are  they  reflected  on  an  equity  basis  in  the  consolidated 
financial  statements  of  the  Province  of  Alberta.  They  are,  however,  reproduced  in  Appendix  I  to 
this  report. 
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The  financial  statements  of  Pacific  Western  Airlines  Ltd.,  and  Two  Hills  Chemical  Company 
Limited  (which  are  crown-controlled  organizations  as  defined  by  The  Auditor  General  Act)  are 
also  included  in  Appendix  I  to  this  report  though  they  are  not  audited  by  the  Auditor  General. 
The  financial  statements  of  the  Alberta  Energy  Company  Limited,  which  is  only  fifty  per  cent 
owned  by  the  Province  and  therefore  not  a  crown-controlled  organization,  are  not  subject  to 
audit  by  the  Auditor  General  and  have  not  been  included  in  this  report. 

Recommendation:  (No.  1) 

It  is  recommended  that,  in  the  interests  of  more  comprehensive  financial  disclosure,  considera- 
tion be  given  to  amending  section  2(5)  of  The  Financial  Administration  Act,  1977  to  require  the 
inclusion  in  the  Public  Accounts  of  those  entities  presently  excluded  from  the  application  of 
section  77  of  the  Act  by  section  2(5).  Consideration  should  also  be  given  to  including  the  financial 
statements  of  crown-controlled  organizations  in  the  Public  Accounts. 

2.1.7  The  financial  statements  of  the  following  entities  have  also  been  audited  by  the  Auditor  General: 

Advanced  Education  and  Manpower: 

Provincial  Laboratory  of  Public  Health 

The  Killam  Trusts 
Agriculture: 

Lambco,  a  division  of  Alberta  Agricultural  Development  Corporation 
Culture: 

Glenbow  Foundation 

Luxton  Museum,  a  department  of  Glenbow-Alberta  Institute 

Luxton  Museum  Ltd. 
Education: 

Northland  School  Division  No.  61 
Hospitals  and  Medical  Care: 

Alberta  Children's  Provincial  General  Hospital  —  Early  Childhood  Services 

Alberta  Hospital  Services  Commission  Benevolent  Fund 

The  audited  financial  statements  of  these  funds  are  not  reproduced  in  this  report  as  in  mostcases 
the  financial  information  therein  is  contained  in  other  financial  statements  included  either  in  the 
Public  Accounts  or  in  Appendix  I  to  this  report. 

2.1.8  Section  12(a)  of  The  Auditor  General  Act  appoints  the  Auditor  General  auditor  of  all  provincial 
agencies.  The  definition  of  a  provincial  agency  is  contained  in  subsections  1(1)0), (m)and(n)  of 
The  Financial  Administration  Act,  1977.  Since  the  proclamation  of  The  Auditor  General  Act, 
certain  entities  have  been  identified  which  qualify  as  provincial  agencies  under  the  definition 
contained  in  the  subsections  referred  to  above,  but  which,  it  is  believed,  were  not  intended  to  be 
included  in  the  definition  when  the  legislation  was  passed.  These  are  as  follows: 

(i)  Under  section  41  of  The  Alberta  Housing  Act,  the  Minister  of  Housing  and  Public  Works 
may  incorporate  housing  authorities.  The  Act  also  states  that  the  Minister  shall  appoint 
the  members  of  these  housing  authorities,  thereby  placing  them  within  the  definition  of 
provincial  agencies.  Approximately  60  housing  authorities  have  been  incorporated  under 
section  41  of  The  Alberta  Housing  Act,  the  financial  affairs  of  which  are  presently 
audited  by  private  sector  auditors. 

(ii)  Under  section  4  of  The  Metis  Betterment  Act,  the  Minister  of  Social  Services  and  Com- 
munity Health  may  promote  the  formation  of  settlement  associations  composed  of 
members  of  the  Metis  population  of  the  Province. 

The  Act  states  that  the  board  of  a  settlement  association  shall  consist  of  five  members, 
two  of  whom  shall  be  appointed  by  the  Minister,  one  who  shall  be  the  local  supervisor  of 
the  area  appointed  by  the  Metis  Rehabilitation  Branch  of  the  Department  of  Social 
Services  and  Community  Health,  and  the  remaining  two  shall  be  elected  by  the  members 
of  the  association.  Since  a  majority  of  the  members  of  boards  of  settlement  associations 
can  thus  be  appointed  or  designated  by  the  Minister  and  by  the  Act,  the  associationsfall 
within  the  definition  of  provincial  agencies.  During  the  year  ended  March  31,  1979,  eight 
settlement  associations  were  in  operation  under  the  authority  of  section  4  of  The  Metis 
Betterment  Act. 
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Because  it  is  believed  that  it  was  not  intended  that  the  Auditor  General  be  auditor  of  these 
housing  authorities  and  settlement  associations,  their  financial  affairs  have  not  been  audited  by 
the  Audit  Office.  In  any  case,  as  the  audited  financial  statements  of  these  housing  authorities  are 
required  to  be  filed  with  the  Alberta  Housing  Corporation  within  two  months  of  the  end  of  their 
fiscal  year,  it  would  be  impractical  for  all  of  the  audits  to  be  performed  by  one  office.  For  similar 
reasons,  the  financial  statements  of  these  entities  have  not  been  included  in  the  Public  Accounts 
as  would  appear  to  be  required  by  section  77(2)(a)  of  The  Financial  Administration  Act, 
1977. 

It  is  possible  that  other  entities  exist,  of  which  the  Audit  Office  is  not  aware,  which  fall  within  the 
definition  of  provincial  agencies  and  which  have  not  been  audited  by  the  Auditor  General. 

Recommendation:  (No.  2) 

It  is  recommended  that  The  Financial  Administration  Act,  1977  be  amended  to  exclude  housing 
authorities  and  Metis  settlement  associations  from  the  definition  of  provincial  agencies. 

2.1.9  The  Government  of  Alberta  has  issued  a  licence  to  a  partnership  consisting  of  the  Edmonton 
Exhibition  Association  Limited  and  the  Calgary  Exhibition  and  Stampede  Limited.  The  partner- 
ship manages  the  Western  Express  Lottery  in  Alberta  for  the  Western  Canada  Lottery  Founda- 
tion as  the  agent  of  the  Government  of  Alberta.  A  recent  independent  legal  opinion  obtained  by 
the  Audit  Office  states  that  the  money  received  by  the  partnership  belongs  to  the  government 
because  the  Minister  who  issued  the  licence  is  able  to  direct  to  whom  and  when  the  net  profit  will 
be  paid  and  in  what  amounts.  The  money  collected  and  held  by  the  partnership  in  conducting 
and  managing  the  Lottery  is  "public  money"  as  defined  in  section  1(1)  (p)  (iv)  and  also  consti- 
tutes a  regulated  fund  under  section  1  (1  )(s)  of  The  Financial  Administration  Act,  1977.  As  section 
12(a)  of  The  Auditor  General  Act  appoints  the  Auditor  General  auditor  of  all  regulated  funds, 
should  the  legal  opinion  be  sustained  the  Auditor  General  would  automatically  become  auditor 
of  the  regulated  fund  administered  by  the  partnership. 

The  financial  affairs  of  this  organization  have  not  been  audited  by  the  Audit  Office  and  the 
financial  statements  have  not  been  included  in  the  Public  Accounts.  The  financial  statements  of 
the  partnership  are  audited  by  a  private  sector  chartered  accountant. 

Recommendation:  (No.  3) 

It  is  recommended,  in  view  of  a  legal  opinion  obtained,  that  consideration  be  given  to  classifying 
as  a  regulated  fund,  the  money  collected  and  held  by  the  partnership  which  manages  the 
Western  Express  Lottery  in  Alberta. 

2.1.10  The  Public  Accounts  for  the  year  ended  March  31, 1978  included  audited  financial  statements  for 
the  following: 

Culture: 

Jubilee  Auditoriums 
Social  Services  and  Community  Health: 

Alberta  Geriatric  Centres 

Baker  Centre 

Facilities  for  Mental  Services  under  The  Mental  Health  Act 
Facilities  for  the  Handicapped 

These  auditoriums  and  health  facilities  are  not  separate  legal  entities  but  are  divisions  or  parts  of 
the  Departments  of  Culture  and  Social  Services  and  Community  Health  respectively.  According- 
ly, the  revenues  and  expenditures  of  each  are  aggregated  with  those  of  the  Departments  in  the 
1978-79  Public  Accounts.  No  separate  audited  financial  statements  were  prepared  for  the  year 
ended  March  31,  1979. 

Similarly,  the  1978  Public  Accounts  contained  separate  audited  receipts  and  payments  state- 
ments for  certain  pension  plans  administered  by  the  Minister  responsible  for  pensions.  These 
plans  are  not  funded  with  the  result  that  all  revenues  and  expenditures  in  connection  therewith 
are  deposited  to  and  paid  out  of  the  General  Revenue  Fund.  Accordingly,  for  the  year  ended 
March  31, 1979,  this  information  is  contained  in  the  financial  statement  of  the  General  Revenue 
Fund  and  the  supporting  schedules  thereto  and  no  separate  audited  financial  statements  were 
prepared. 
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2.2       AUDIT  RESPONSIBILITIES 

2.2.1  Although  The  Auditor  General  Act  defines  the  reporting  and  administrative  responsibilities  of 
the  Auditor  General,  it  does  not  specify  his  functional  duties  and  responsibilities.  However,  the 
nature  of  the  appointment  and  the  spirit  of  the  Act  are  believed  to  place  an  implicit  responsibility 
on  the  Auditor  General  to  ensure  that,  as  a  minimum,  all  auditing  activities  undertaken  by  the 
Audit  Office  pursuant  to  the  Act  adhere  to  the  same  contemporary  audit  standards  and  method- 
ologies that  are  employed  by  private  sector  chartered  accountants.  Under  section  1 5  of  the  Act, 
the  Auditor  General  is  entitled  at  all  reasonable  times,  to  information,  reports,  records,  explana- 
tions and  access  to  electronic  data  processing  equipment  he  deems  appropriate  in  the  circum- 
stances. Thereby  it  provides  for  the  acquisition  of  sufficient  appropriate  audit  evidence  which  is, 
in  the  Auditor  General's  opinion,  necessary  to  afford  a  reasonable  basis  to  support  the  contents 
of  his  report. 

2.2.2  The  primary  functional  responsibility  of  a  legislative  auditor  is  perhaps  best  illustrated  by 
describing  how  that  responsibility  complements,  and  impacts  upon,  the  accountability  structure 
of  government.  Government  administrators  (deputy  ministers,  fund  administrators,  chairmen 
and  board  members  of  provincial  agencies)  are  responsible  and  accountable  to  designated 
ministers,  and  through  them,  to  the  Executive  Council.  Ministers,  individually  and  collectively, 
are  accountable  to  the  Legislative  Assembly.  Members  of  the  Legislative  Assembly  are,  in  turn, 
accountable  to  the  citizens  of  the  Province. 

The  Auditor  General,  as  an  officer  of  the  Legislature,  is  responsible  for  examining  and  express- 
ing an  opinion  upon  the  financial  statements  and  other  accountability  information  prepared  by 
administrators  as  evidence  of  their  stewardship.  In  discharging  this  responsibility,  the  Auditor 
General  reviews  and  evaluates  the  audit  entity's  compliance  with  the  governing  legislation 
including  statutes,  regulations,  orders  in  council,  Treasury  Board  directives  and  other  author- 
ities. He  evaluates  the  adequacy  of  and  compliance  with  accounting  and  management  control 
systems  and  obtains  audit  evidence  by  such  means  as  inspection,  observation,  enquiry,  con- 
firmation, computation  and  analysis  to  the  extent  he  deems  to  be  appropriate  and  necessary  in 
the  circumstances.  Following  extensive  review  of  the  audit  scope,  evidence  and  conclusions, 
and  the  exercising  of  professional  judgement,  the  Auditor  General  expresses  his  independent 
opinion,  thereby  lending  credibility,  or  otherwise,  to  the  financial  statements  and  other  account- 
ability information  submitted  to  the  Legislative  Assembly. 

2.2.3  Financial  statements  can  be  subject  to  misunderstanding  or  misinterpretation  unless  clear 
standards  relating  to  disclosure  and  presentation  are  established  and  understood  by  all  parties 
using  them.  In  the  non-government  sphere,  as  a  result  of  extensive  and  ongoing  research, 
"generally  accepted  accounting  principles"  have  been  developed  and  promulgated  by  the 
Canadian  Institute  of  Chartered  Accountants  (C.I.C.A.)  asthe  recording  and  disclosure  standards 
to  be  employed  by  profit  oriented  enterprises.  At  the  present  time,  no  such  generally  accepted 
accounting  principles  have  been  established  for  governments  and  because  of  the  different 
environments  in  which  they  operate,  what  is  appropriate  for  profit  oriented  enterprises  may  not 
necessarily  be  appropriate  in  a  government  context.  Notwithstanding  this  situation,  in  the 
interests  of  fair  and  consistent  presentation,  most  financial  statements  submitted  to  the  Legisla- 
tive Assembly  have  been  prepared  in  accordance  with  generally  accepted  accounting  principles, 
or  alternatively,  in  accordance  with  an  appropriate  disclosed  basis  of  accounting. 

2.2.4  Representatives  of  the  Office  of  the  Auditor  General  of  Alberta  are  presently  serving  on  a  study 
group  of  the  Canadian  Institute  of  Chartered  Accountants  which  is  addressing  problems  relating 
to  presentation  and  disclosure  in  financial  reporting  by  governments. 

2.2.5  The  Canadian  Institute  of  Chartered  Accountants  has  developed  and  promulgated  recommenda- 
tions which  constitute  "generally  accepted  auditing  standards".  These  standards,  which  are 
published  in  the  C.I.C.A.  Handbook,  are  binding  on  chartered  accountants  engaged  in  auditing 
profit  oriented  enterprises  and  are  adhered  to  by  the  Office  of  the  Auditor  General.  In  certain 
circumstances  it  has  been  found  necessary  to  augment  these  standards  with  additional  proce- 
dures designed  to  satisfy  the  wider  operating  and  reporting  mandates  of  the  Auditor  General. 

2.2.6  One  example  of  additional  procedures  adopted  in  this  respect  concerns  the  extent  to  which  the 
evaluation  and  compliance  testing  of  internal  controls  is  performed.  The  Audit  Office  has 
adopted  the  policy  of  evaluating  and  compliance  testing  all  significant  internal  and  management 
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control  systems,  whether  or  not  the  controls  are  to  be  relied  upon  in  formulating  an  audit 
opinion.  This  enables  the  Audit  Office  to  provide  management  with  a  more  comprehensive 
report  on  internal  and  management  control  weaknesses  and  deficiencies  than  would  otherwise 
be  possible.  In  due  course,  if  important  weaknesses  and  deficiencies  are  not  eliminated  by 
management,  they  will  be  reported  to  the  Legislative  Assembly. 

A  second  example  of  additional  procedures  adopted  is  the  involvement  by  the  Audit  Office  in  the 
preliminary  evaluation  of  controls  during  the  development  process  of  significant  financial  E.D.P. 
systems.  This  is  not  an  extension  to  the  Auditor  General's  attest  responsibilities  but  rather  an 
audit  timing  consideration.  The  evaluation  compliance  testing  of  internal  and  management 
controls  within  an  E.D.P.  system  before  it  is  made  operational  recognizes  that: 

(1 )  it  is  easier  and  less  costly  to  build  controls,  especially  programmed  controls,  into  an  E.D.P. 
system  during  its  development  than  after  it  has  become  operational. 

(2)  errors  in  systems  and/or  programming  which  could  lead  to  loss  of  public  funds,  are  less 
liable  to  occur  if  the  controls  within  a  system  are  adequate. 

(3)  it  is  possible  for  an  auditor  to  discover  during  the  first  audit  after  the  E.D.P.  system  has 
become  operational  that  the  system  is  unauditable  due  to  lack  of  a  transaction  trail.  Audit 
Office  involvement  during  the  development  phase  is  designed  to  lessen  this  possibility. 

Similarly,  the  audit  of  the  system's  conversion  process,  especially  the  content  of  master  files, 
provides  early  assurance  of  the  correct  operation  of  each  new  E.D.P.  system.  To  update  an  old 
and  familiar  saying  "A  gram  of  prevention  is  worth  a  kilogram  of  cure". 

2.2.7  Representatives  of  the  Office  of  the  Auditor  General  of  Alberta  are  presently  involved,  together 
with  other  members  of  the  profession,  in  developing  draft  guidelines  relating  to  auditing  in  an 
E.D.P.  environment  for  the  Computer  Advisory  Subcommittee  to  the  Auditing  Standards  Com- 
mittee of  the  Canadian  Institute  of  Chartered  Accountants.  The  Auditor  General  is  a  member  of 
the  Computer  Advisory  Subcommittee. 

2.2.8  It  is  accepted  that  in  an  examination  made  in  accordance  with  generally  accepted  auditing 
standards,  an  auditor  fulfills  his  professional  responsibility  by  complying  with  those  standards. 
An  auditor  seeks  reasonable  assurance  that  fraud  and  error,  either  intentional  or  unintentional, 
which  may  be  material  to  the  financial  statements  or  other  accountability  information,  have  not 
occurred  or  that,  if  they  have  occurred,  they  are  corrected  and  appropriately  reported.  When 
planning  his  examination,  the  auditor  has  the  responsibility,  within  the  inherent  limitations  of 
the  auditing  process,  to  consider  the  risk  of  fraud  and  error  and  to  be  alert  for  circumstances 
which  might  cause  him  to  suspect  their  existence.  If  his  suspicions  are  aroused  at  any  time,  the 
auditor  must  perform  additional  procedures  to  confirm  or  dispel  those  suspicions,  but  beyond 
that,  the  auditor  has  no  separate  or  additional  responsibility  to  detect  fraud  and  error. 

Accordingly,  it  must  be  realized  that  an  audit  performed  in  compliance  with  generally  accepted 
auditing  standards  may  not  detect,  and  is  not  primarily  designed  to  detect,  every  instance  of 
fraud  or  error.  The  inherent  limitations  in  the  audit  process  are  virtually  unavoidable.  For  all  but 
the  smallest  audit  entities,  an  auditor  would  not  have  the  resources  to  examine  the  circum- 
stances behind  and  the  support  for  every  transaction  recorded.  Even  if  he  had,  he  could  not  be 
sure  that  there  were  no  unrecorded  transactions.  Furthermore,  collusion  between  auditee 
personnel  and  outside  parties,  or  among  management  or  employees  could  result  in  apparently 
genuine  but  falsified  transactions  and  documents  being  accepted  by  the  auditor. 

2.2.9  For  the  first  time  in  1979,  chairmen  of  the  various  Provincial  Committees  on  Public  Accounts  met 
concurrently  with  the  Annual  Conference  of  Legislative  Auditors  in  St.  Johns,  Newfoundland.  In 
separate  and  joint  sessions,  the  two  groups  commenced  a  useful  dialogue  on  ways  in  which 
individually  and  collectively  their  roles  could  be  performed  more  effectively.  It  is  hoped  that  joint 
meetings  of  this  nature  will  continue  to  be  held  in  future  years. 

2.3       REPORTING  RESPONSIBILITIES 

2.3.1  The  Auditor  General  is  required  to  report  to  the  Legislative  Assembly,  as  appropriate,  under 
sections  18,  19  and  20  of  The  Auditor  General  Act.  (See  Appendix  IV) 
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2.3.2  The  report  under  section  18  dated  December  17, 1979,  which  was  annexed  to  the  Public  Accounts 
of  the  Province  for  the  year  ended  March  31, 1979,  is  reproduced  in  section  3.1.1  of  this  report.  No 
reports  were  issued,  or  are  in  contemplation,  under  section  20  in  respect  of  that  fiscal  year. 

2.3.3  The  permissive  authorities  contained  in  sections  19(5)  and  25  of  The  Auditor  General  Act,  and 
their  impact  on  the  selection  criteria  used  to  determine  reportworthy  matters,  have  been 
outlined  in  sections  1.1.2,  4.1.2  and  4.1.3  of  this  report. 

2.3.4  The  reporting  mandate  contained  in  subsections  19(2)(d)  and  19(2)(e)  of  The  Auditor  General  Act 
is  worthy  of  further  comment,  since  it  represents  a  significant  extension  to  the  previously 
perceived  role  of  the  legislative  auditor  in  Alberta.  The  right  has  always  existed  to  review  and 
evaluate  accounting  and  management  control  systems  which  related  to  revenue,  expenditures, 
assets  and  liabilities.  Traditionally  however,  it  appears  to  have  been  accepted  that  this  right 
should  be  exercised  primarily  to  the  extent  deemed  appropriate  to  support  the  attest  audit 
function. 

By  way  of  illustration,  when  the  Legislative  Assembly  approves  funds  for  a  program  included  in  a 
supply  vote,  it  is  believed  that  there  is  an  inherent  presumption  on  the  part  of  the  legislators  that 
Government  will  ensure  that  administrators  disburse  the  funds  so  approved: 

(1)  for  the  purpose  specified  and  no  other  purpose, 

(2)  with  probity, 

(3)  with  due  regard  for  efficiency, 

(4)  with  due  regard  for  economy, 

and  that  the  effectiveness  of  the  program  concerned  will,  wherever  practicable,  be  measured. 
Traditionally,  the  Provincial  Auditor's  primary  concern  has  been  to  ensure  compliance  by 
administrators  with  presumptions  (1)  and  (2),  that  is,  with  the  legality  of  the  disbursement. 

Efficiency  and  economy,  in  a  government  auditing  context,  are  closely  related.  Essentially,  both 
may  be  defined  as  having  due  regard  for  cost  in  the  management  of  resources.  Effectiveness 
can  be  defined  as  the  degree  to  which  program  objectives  have  been  achieved.  In  the  private 
business  sector,  a  crude  measurement  of  efficiency,  economy  and  effectiveness  is  provided  by 
the  annual  net  profit  and  management  must  constantly  review  the  efficiency,  economy  and 
effectiveness  of  its  operations  to  survive  within  the  disciplines  imposed  by  market  competition 
and  the  profit  motive.  Since,  generally  speaking,  most  government  activities  lack  these  motivat- 
ing disciplines,  it  is  vital  that  public  service  administrators,  wherever  practicable,  utilize  man- 
agement control  systems  to  ensure  efficiency  and  economy  and  wherever  appropriate  and 
reasonable  to  measure  and  report  on  effectiveness.  The  Auditor  General  Act  provides  to  the 
legislative  auditor,  for  the  first  time  in  this  Province,  the  right  to  review,  evaluate  and  report  on 
these  systems. 

It  is  important  to  appreciate  that  this  expanded  mandate  does  not  authorize  the  Auditor  General, 
per  se,  to  conduct  independent  performance  or  program  measurements,  except  to  the  extent 
that  he  deems  necessary  to  prove  or  disprove  the  validity  of  data  produced  by  the  measurement 
systems  already  in  place.  Unquestionably,  it  does  not  entitle  the  Auditor  General  to  criticize, 
pronounce  or  comment  upon  Government  policy. 

In  order  to  more  fully  understand  the  intent  of  The  Auditor  General  Act  relating  to  economy, 
efficiency  and  effectiveness,  the  reader  is  referred  to  Appendix  II  which  contains  an  extract  from 
the  speech  of  the  Hon.  Merv  Leitch  (then  Provincial  Treasurer)  during  the  debate  on  The  Auditor 
General  Act  as  reported  in  Alberta  Hansard  dated  October  26,  1977. 

2.3.5  An  audit  that  encompasses  the  scope  of  activity  outlined  in  section  19  of  The  Auditor  General  Act 
may  be  termed  a  comprehensive  audit.  Research  and  development  in  comprehensive  auditing  is 
being  undertaken  by  several  legislative  auditors  whose  responsibilities  include  this  extended 
mandate.  Plans  are  underway  to  formalize  and  extend  the  present  cooperation  through  a  jointly 
funded  Canadian  Comprehensive  Auditing  Foundation  which  will  undertake  research  and  de- 
velopment of  appropriate  methodologies  and  organize  training  courses  to  aid  in  the  profession- 
al development  of  auditors  in  this  new  aspect  of  auditing. 

2.3.6  Annual  reports  under  section  18  of  The  Auditor  General  Act  are  annexed  to  and  form  part  of  the 
Public  Accounts  of  the  Province  and  accordingly,  are  laid  before  the  Legislative  Assembly  by  the 
Provincial  Treasurer. 
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Reports  under  sections  19  and  20  are  required  to  be  presented  to  the  Chairman  of  the  Select 
Standing  Committee  on  the  Offices  of  the  Auditor  General  and  the  Ombudsman.  He  in  turn  lays 
them  before  the  Legislative  Assembly.  Section  21  of  the  Act,  however,  establishes  an  Audit 
Committee  which  reviews  reports  by  the  Auditor  General  before  they  are  presented  to  the 
Chairman  of  the  Select  Standing  Committee.  Order  in  Council  747/79  dated  August  1,  1979 
appointed  the  members  of  the  first  Audit  Committee  consisting  of  the  Provincial  Treasurer  plus 
five  other  Albertans  prominent  in  the  chartered  accountant  and  legal  professions  and  business 
community. 

2.4       ORGANIZATION  OF  THE  AUDIT  OFFICE 

2.4.1  The  Estimates  of  Expenditure  1978-79  defined  the  objectives  of  the  Office  of  the  AuditorGeneral 
as  follows: 

"To  carry  out  professional,  independent  audits  and  express  an  auditor's  objective  opinion  as 
required  by  Section  1 8  of  The  Auditor  General  Act  and  other  statutes,  on  the  Province's  financial 
statements,  including  those  of  departments,  regulated  funds,  revolving  funds,  provincial  agen- 
cies, crown-controlled  organizations  and  other  organizations  of  which  he  is  the  auditor,  to 
report  to  the  Legislative  Assembly  in  accordance  with  the  requirements  of  section  19  of  The 
Auditor  General  Act,  to  undertake  special  auditing  or  investigative  assignments  at  the  request 
of  the  Legislative  Assembly  and  also,  under  certain  conditions,  at  the  request  of  the  Executive 
Council." 

2.4.2  In  order  to  structure  the  Audit  Office  in  a  manner  best  able  to  achieve  these  objectives,  the 
Auditor  General  defined  the  following  three  primary  sub-objectives: 

(1)  To  render  assurance,  or  otherwise,  to  the  Legislative  Assembly,  or  any  Select  Standing 
Committee  thereof,  as  to  the  fairness  —  including  adequacy  of  disclosure  —  of  financial 
statements  and  other  accountability  information  for  all  entities  having  accountability  to  the 
Legislative  Assembly. 

(2)  To  issue  an  annual  report  which,  in  addition  to  satisfying  the  requirements  of  section  19  of 
The  Auditor  General  Act,  may  be  used  as  a  guide  by  the  Select  Standing  Committee  on 
Public  Accounts  and  other  select  standing  committees  of  the  Legislative  Assembly,  in  their 
review  of  Public  Accounts  and  the  activities  of  individual  departments,  provincial  agencies, 
and  revolving  and  regulated  funds. 

(3)  To  organize  the  functions  of  the  Audit  Office  in  a  manner  designed  to  minimize  potential 
losses  of  public  monies  by  the  early  diagnosis  and  correction  of  management  control 
weaknesses,  and  wherever  possible,  by  the  early  detection  of  major  errors  and  irregular- 
ities. 

2.4.3  Before  devising  the  manner  in  which  the  objectives  of  the  Audit  Office  could  best  be  achieved,  it 
was  first  necessary  to  consider  the  audit  entity.  The  audit  entity  for  1978-79  consisted  of: 

(1 )  approximately  110  provincial  agencies,  revolving  funds,  regulated  funds  and  the  organiza- 
tions listed  in  section  2.1.5  of  this  report. 

(2)  23  departments  with  revenues  and  expenditures  approximating  to  $6.7  billion  and  $3.9 
billion  respectively.  Expenditures  comprised  approximately  6.5  million  separate  payment 
transactions  relating  to  approximately  380  separate  subprograms. 

The  diversity  of  the  components  encompassed  by  the  audit  entity,  together  with  the  pervasive- 
ness of  complex  and  sophisticated  computer-based  systems,  required  new  audit  approaches  to 
be  devised  in  order  that  the  objectives  specified  in  section  2.4.2  might  be  achieved  in  an  efficient 
manner. 

2.4.4  It  was  decided  that  conventional  post-auditing  methods  would  be  satisfactory,  for  the  time 
being,  for  the  affairs  of  most  provincial  agencies,  revolving  funds  and  regulated  funds.  How- 
ever, conventional  post-auditing  methods,  by  themselves,  were  not  considered  adequate  for 
departmental  expenditure  systems  and  certain  significant  departmental  revenue  systems. 
Mindful  of  the  objective  outlined  in  section  2.4.2(3)  above,  it  was  judged  necessary  to  augment 
the  conventional  post-audit  approach  to  ensure  the  early  detection  of  matters  which  may 
otherwise  not  have  been  discovered  until  well  after  losses  had  occurred.  The  technique,  in 
applicable  areas,  whereby  transactions  and  their  related  processing  systems  are  subjected  to 
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scrutiny  immediately  "after  the  fact"  has  been  termed  concurrent  auditing.  A  further  advantage 
derived  from  concurrent  auditing  is  the  salutary  discipline  afforded  by  frequent  unannounced 
visits  to  departments  by  staff  of  the  Audit  Office. 

2.4.5  In  order  to  achieve  its  defined  responsibilities  and  objectives,  the  Audit  Office  was  divided  into 
four  operating  divisions: 

(1)  General  Audit  Division, 

(2)  Departmental  Audit  Division, 

(3)  Electronic  Data  Processing  (E.D.P.)  Audit  Division, 

(4)  Resources  and  Administration  Division. 

Each  division  is  headed  by  an  Assistant  Auditor  General,  who,  together  with  the  Auditor 
General,  collectively  comprise  the  Audit  Office  Management  Committee. 

2.4.6  The  General  Audit  Division  is  responsible  for  audits  of  all  provincial  agencies,  revolving  funds, 
regulated  funds  and  certain  self-accounting  divisions  of  departments.  It  is  also  responsible  for 
the  audits  of  other  organizations  of  which  the  Auditor  General  is  auditor. 

2.4.7  The  Departmental  Audit  Division  is  responsible  for  concurrent  and  post-audit  of  all  departments 
and  for  monitoring  the  disbursement  control  function  of  the  Office  of  the  Controller.  It  is 
currently  developing  a  methodology  whereby  in  future,  concurrent  auditing  techniques  will  be 
further  augmented  by  subjecting  departmental  programs  to  in-depth  comprehensive  audits  on  a 
four  year  rotational  basis.  This  division  is  also  responsible  for  the  audit  of  the  Public  Accounts  of 
the  Province. 

In  addition,  this  division  is  currently  developing  a  simulation  system  to  operate  on  the  Audit 
Office's  own  mini-computer.  This  system  will  parallel  process,  at  a  high  level,  the  Government's 
main  expenditure  processing  and  cheque  preparation  system.  By  comparing  simulated  results 
with  actual  results,  this  system  will  significantly  enhance  the  quality  of  the  audit  of  the  main 
payments  system  by  providing,  inter  alia,  early  warning  if  at  any  time  processing  controls  are 
tampered  with  or  otherwise  rendered  inoperative. 

2.4.8  The  E.D.P.  Audit  Division  was  established  to  address  the  growing  requirement  within  the  Audit 
Office  for  expertise  in  electronic  data  processing.  The  division  is  largely  staffed  by  personnel 
having  extensive  knowledge  of  E.D.P.  and  a  sound  understanding  of  the  audit  process.  The 
division  is  divided  into  three  separate  and  distinct  sections  as  follows: 

Systems  Development 

Computer  Application  Systems  Audit 

Computer  Environment  Audit 

The  Systems  Development  section  is  responsible  for  developing  computer  assisted  audittechni- 
ques  for  use  by  all  audit  staff  as  well  as  administrative  systems  employed  within  the  Audit 
Office.  These  systems  are  developed  and  operated  with  the  aid  of  the  Audit  Office's  mini- 
computer, thereby  enhancing  the  efficiency  and  effectiveness  of  the  audit  function.  The  use  of 
this  independent  computing  resource  significantly  reduces  the  risk  of  outside  interference  in  the 
audit  process. 

The  Computer  Application  Systems  Audit  section  is  responsible  for  advising  audit  staff  on  the 
subject  of  the  ascertainment  and  evaluation  of  both  internal  and  management  controls  in 
computer  application  systems.  Further,  this  section  advises  auditors  on  the  selection  and 
application  of  computer  assisted  audit  techniques.  This  advice  is  provided  in  a  manner  which 
enables  auditors  in  the  other  divisions  of  the  Audit  Office  to  arrive  at  their  conclusions  concern- 
ing controls  in  computer  application  systems. 

The  Computer  Environment  Audit  section  is  responsible  for  the  ascertainment  and  evaluation  of 
internal  and  management  controls  in  the  environment  in  which  E.D.P.  application  systems 
operate.  Since  this  ascertainment  and  evaluation  of  E.D.P.  environment  controls  is  a  highly 
technical  process,  this  section  does  not  operate  in  an  advisory  capacity,  but  rather  carries 
primary  responsibility  for  expressing  audit  opinions  on  these  controls. 

The  division  as  a  whole  is  responsible  for  providing  ongoing  training  in  E.D.P.  auditing  to  all 
professional  staff  of  the  Audit  Office. 
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2.4.9  The  Resources  and  Administration  Division  is  responsible  forthe  efficient  operation  of  the  Audit 
Office,  and  in  particular  for: 

(1)  ensuring  that  Audit  Office  Management  Committee  decisions  and  directives  are  properly 
implemented, 

(2)  the  personnel  function  including  the  selection  and  hiring  of  staff, 

(3)  co-ordinating  the  budgetary  and  accounting  functions, 

(4)  quality  control  encompassing  the  word  processing,  content,  format  and  presentation  — 
including  adherence  to  established  standards  and  policies  —  of  all  audit  reports,  financial 
statements,  management  letters  and  other  output  of  the  Audit  Office, 

(5)  work  scheduling  and  human  resource  allocation, 

(6)  maintenance  of  the  time  recording  and  audit  billing  system, 

(7)  professional  research  and  development  and  the  establishment  of  professional  practice 
standards, 

(8)  professional  development  including  staff  training  and  career  advancement, 

(9)  maintenance  of  the  Audit  Office  Staff  Manual, 

(10)  co-ordination  and  preparation  of  the  Auditor  General's  annual  reports. 

2.4.10  The  Audit  Office  encourages,  wherever  possible,  utilization  of  the  latest  audit  techniques  and 
methods.  It  emphasizes  a  systems-based  audit  approach  involving  the  evaluation  of  internal  and 
management  control  systems  by  flow-charting  in  conjunction  with  the  use  of  internal  control 
evaluation  guides  or  matrices.  Substantive  testing  is  performed  to  the  extent  judged  appropri- 
ate, based  on  a  statistical  audit  sampling  and  evaluation  plan  and  on  the  results  of  the  evaluation 
of  internal  control  compliance  testing. 

2.4.1 1  The  audited  financial  statements  of  the  Office  of  the  Auditor  General  are  reproduced  in  Appendix 
III  to  this  report. 

2.5       STAFFING  AND  PROFESSIONAL  DEVELOPMENT 

2.5.1  The  composition  of  the  staff  of  the  Audit  Office  at  April  1,  1978,  March  31, 1979  and  September 
30,  1979  was  as  follows: 

April  1,  March  31,       September  30, 


1978 

1979 

1979 

Management  committee 

5 

5 

5 

Audit  principals  and  managers 

15 

24 

24 

Audit  supervisors  and  senior  technicians 

46 

47 

38 

Student  auditors 

58 

62 

62 

Personnel  and  administrative 

__9 

10 

_9 

Total  staff 

133 

148 

138 

Total  positions 

164 

164 

165 

2.5.2  The  Audit  Office  has  continued  to  make  increasing  use  of  private  sector  chartered  accountants. 
These  individuals  and  firms  act  as  agents  of  the  Auditor  General  under  the  provisions  of  section 
10  of  The  Auditor  General  Act.  The  contributions  of  agents  in  supplementing  the  staff  resources 
of  the  Audit  Office  is  gratefully  acknowledged.  Agents  acting  in  respect  of  the  fiscal  year  ended 
March  31,  1979  were  as  follows: 


Addison  Craft 

Arthur  Andersen  &  Company 
Clarkson,  Gordon  &  Co. 
Colleaux  &  Mills 
Coopers  &  Lybrand 
Deloitte,  Haskins  &  Sells 
D.  L.  Card,  C.A. 
Galigan,  Bennis  &  Co. 
Glen  L.  Williams,  C.A. 


Johnson,  Morrison,  Hunter  &  Nelson 

Mackay,  Peachey  &  Co. 

Matthew  Craig  Reinheimer 

Price  Waterhouse  &  Co. 

Quillam,  Stuart  &  Co. 

Sax,  Zimmel,  Stuart  &  Co. 

Touche  Ross  &  Co. 

Winspear  Higgins  Stevenson  &  Co. 

Young,  Parkyn,  McNab  &  Co. 
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2.5.3  Human  resources  are  generally  recognized  as  the  most  valuable  assets  of  any  auditing  entity. 
For  this  reason,  acquiring  and  maintaining  an  adequate  complement  of  qualified  professional 
staff  is  a  major  concern  of  the  Office  of  the  Auditor  General.  Considerable  difficulties  have  been 
experienced  attracting  and  retaining  professionally  qualified  auditors,  particularly  those  with 
experience  appropriate  to  the  requirements  of  the  Audit  Office.  These  difficulties  are,  in  large 
measure,  due  to  a  general  shortage  of  qualified  accountants  in  Canada,  and  in  Alberta  in 
particular.  This  shortage  has  contributed  to  significantly  higher  remuneration  expectations  by 
accountants,  which  in  turn,  has  further  magnified  recruitment  difficulties. 

Strenuous  and  ongoing  recruitment  efforts  in  all  parts  of  Canada  have  met  with  only  limited 
success  and  accordingly,  with  the  approval  of  the  Canadian  Department  of  Manpower  and 
Immigration,  recruitment  efforts  have  recently  been  extended  to  the  United  Kingdom. 

2.5.4  In  many  respects,  the  Audit  Office  is  structured  and  operates  in  a  manner  similar  to  private  sector 
accounting  firms.  This  similarity  is  recognized  by  the  Institute  of  Chartered  Accountants  of 
Alberta  in  that  for  student  registration  purposes,  its  by-laws  specifically  designate  the  Audit 
Office  a  member  engaged  in  the  practice  of  public  accounting.  For  this  reason,  and  because  it 
represents  a  longer-term  solution  of  the  need  for  more  qualified  auditors,  the  Audit  Office  is 
firmly  committed  to  an  increasing  program  of  professional  development  for  all  its  staff. 

The  establishment  of  career  paths  within  the  Audit  Office  similar  to  those  available  in  large 
private  sector  accounting  firms  is  believed  to  be  the  most  likely  way  to  attract  and  retain  a  stable 
staff  complement.  An  integral  part  of  this  is  the  establishment  of  an  ongoing  program  of  both  pre 
and  post  qualification  professional  development.  "On  the  job"  training  must  always  be  the 
major  thrust  of  this  program  but  significant  benefits  are  available  by  supplementing  it  with 
relevant  classroom  instruction.  In  this  regard,  the  Audit  Office  has  commenced  designing  and 
providing  for  its  staff  "in-house"  courses  covering  its  operational  methods  and  techniques 
which  should  improve  the  quality  of  audits  and  the  efficiency  with  which  they  are  conducted. 

2.5.5  The  Audit  Office  is  unable  to  provide  practical  experience  in  personal  and  corporate  taxation  for 
its  registered  students.  Since  this  is  such  an  important  curriculum  subject,  arrangements  are 
made  for  these  students  to  be  seconded  for  periods  to  private  sector  firms  of  chartered  accoun- 
tants to  obtain  this  required  experience. 

2.5.6  The  growth  of  the  Government's  revenues  and  expenditures  in  recent  years,  and  the  wider 
responsibilities  contained  in  The  Auditor  General  Act,  have  significantly  increased  the  work  load 
of  the  Audit  Office.  In  spite  of  the  growing  use  of  private  sector  agents  and  the  benefits  derived 
from  staff  training  and  improved  audit  methods,  it  has  become  increasingly  more  difficult  to 
fulfill  the  Audit  Office's  mandate  with  its  present  number  of  staff.  Accordingly,  an  additional 
twenty  permanent  positions  have  been  requested  with  effect  from  April  1,  1980.  It  is  anticipated 
that  no  further  increases  should  be  necessary  during  the  next  three  orfour  years,  unless  they  are 
required  due  to  major  new  government  programs.  It  should  be  noted  that  despite  the  increased 
work  load  mentioned  above,  the  number  of  permanent  Audit  Office  positions  has  increased  by 
only  four  during  the  past  four  years  (excluding  increases  in  pre-audit  staff  subsequently 
transferred  to  the  Treasury  Department  on  March  31,  1978). 

3.0  PUBLIC  ACCOUNTS 
3.1.      AUDITOR'S  REPORT 

3.1.1  Under  Section  18  of  The  Auditor  General  Act,  after  the  end  of  each  fiscal  year  of  the  Crown,  the 
Auditor  General  is  required  to  report  to  the  Legislative  Assembly  on  the  financial  statements  of 
the  Crown  for  that  fiscal  year. 

The  report  issued  pursuant  to  section  18  that  was  annexed  to  the  Public  Accounts  of  Alberta  for 
the  year  ended  March  31,  1979  is  reproduced  hereunder: 
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AUDITOR'S  REPORT 


To  the  Members  of  the 
Legislative  Assembly 

I  have  examined  the  consolidated  statement  of  realizable  assets,  liabilities  and  net 
assets  of  the  Province  of  Alberta,  which  includes  only  those  entities  of  the  Crown  subject 
to  Section  77  of  The  Financial  Administration  Act,  1977,  as  at  March  31,  1979  and  the 
consolidated  statements  of  financial  results  and  financing  transactions  for  the  year  then 
ended.  My  examination  was  made  in  accordance  with  generally  accepted  auditing 
standards,  and  accordingly  included  such  tests  and  other  procedures  as  I  considered 
necessary  in  the  circumstances. 

In  my  opinion,  these  consolidated  financial  statements  present  fairly  the  financial 
position  of  the  Province  of  Alberta,  which  includes  only  those  entities  of  the  Crown 
subjectto  Section  77  of  The  Financial  Administration  Act,  1977,  as  at  March  31, 1979and 
the  results  of  its  operations  and  the  changes  in  its  financial  position  for  the  year  then 
ended  in  accordance  with  the  disclosed  basis  of  accounting  described  in  Note  1  to  the 
consolidated  financial  statements. 

Edmonton,  Alberta  '       ^  C.A. 

December  17,  1979  Auditor  General 


3.1.2  The  Auditor's  Report  in  section  3.1.1  covers  the  financial  information  contained  in  Public 
Accounts  1978-79  Volumes  I  and  II  but  does  not  cover  the  supplementary  information  for 
1978-79  relating  to  vendors. 

3.1 .3  The  remainder  of  this  section  of  the  report  provides  an  overview  of  the  financial  statements  of 
the  General  Revenue  Fund,  the  Alberta  Heritage  Savings  Trust  Fund  and  the  Province  of  Alberta 
with  comments  and  supplementary  information  considered  relevant. 

3.2       GENERAL  REVENUE  FUND 

3.2.1  The  financial  results  of  the  General  Revenue  Fund  for  the  year  ended  March  31,  1979  are 
summarized  below: 

1979  1978  INCREASE 

(Millions  of  Dollars) 

Revenue  $4,801.3  $4,261.3  $  540.0  12.67% 

Expenditure: 

Voted  appropriations  3,667.3  3,410.3  257.0 

Statutory  appropriations  36.6  (29.6)  66.2 

Total  expenditure  3,703.9  3,380.7  323.2  9.56% 

Budgetary  surplus  $1,097.4  $  880.6  $  216.8  24.62% 


Significant  changes  in  accounting  policies  were  implemented  during  the  year  ended  March  31, 
1979  in  that,  effective  April  1, 1978,  The  Financial  Administration  Act,  1977  permitted  disclosure 
of  revenue  and  expenditure  on  an  accrual  basis.  The  1978  figures  have  been  restated  where 
necessary  to  conform  to  the  1979  presentation.  Full  details  of  significant  accounting  policies 
and  reporting  practices  and  changes  in  accounting  policies  are  disclosed  in  Notes  2  and  3  to  the 
General  Revenue  Fund  financial  statements  which  appear  in  Section  2  of  Volume  1  of  the  March 
31, 1979  Public  Accounts.  Substantial  adjustments  appearing  in  the  various  detailed  statements 
of  revenue  and  expenditure  in  the  Public  Accounts  were  necessary  to  record  the  effect  of  these 
changes  in  policy.  Similar  adjustments  will  be  necessary  in  future  periods  only  if  further 
changes  in  accounting  policies  are  adopted.  Statutory  expenditures,  which  comprise  the  net 
expenditure  of  revolving  funds,  asset  and  liability  evaluation  adjustments  and  payments  under 
Legislative  authority  other  than  appropriation  acts,  have  been  deducted  in  arriving  at  the 
budgetary  surplus. 
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3.2.2     The  following  is  a  summary  of  transactions  accounting  for  the  increase  in  cash  and  deposits 


3.2.4 


during  the  years  ended  March  31,  1978  and  1979: 


1979 


1978 


(Millions  of  Dollars) 


Budgetary  surplus 

Items  included  in  budgetary  surplus  not  affecting  cash 

$1,097.4 
(41.1) 

$  880.6 
(112.0) 

Cash  provided  by  budgetary  transactions 

1,056.3 

768.6 

Non  budgetary  transactions: 
^(Increase)  decrease  in  loans  and  advances 
Purchase  of  investments 
Debt  retirement  including  sinking  fund 
Increase  in  unearned  revenue  and  suspense 

172.7 

(256.7) 
/op;  o\ 

85.1 
(34.1) 

(24  3) 
(9.7) 

/on  rw 
(20.0) 

0.6 
(53.4) 

Increase  in  cash  and  deposits 

$1,022.2 

$715.2 

*    Net  repayment  (disbursement)  of  loans  and  advances  to  government  funds  and  enterprises 
and  others. 

Financial  results  for  the  year  ended  March  31, 1979  as  compared  with  the  estimates  are  summa- 
rized hereunder: 

Over/ 

Actual         Estimates          (Under)  Estimates 
(Millions  of  Dollars) 

Revenue 

$4,801.3 

$4,557.6 

$  243.7 

5.35% 

Expenditure: 
Voted  appropriations 
Statutory  appropriations 

3,667.3 
36.6 

3,777.8 
11.3 

(110.5) 
25.3 

Total  expenditure 

3,703.9 

3,789.1 

(85.2) 

(2.25%) 

Budgetary  surplus 
Items  included  in  budgetary 
surplus  not  affecting  cash 

1,097.4 
(41.1) 

768.5 

328.9 
(41.1) 

42.80% 

Cash  provided  by  budgetary 

transactions 
Non  budgetary  transactions 

1,056.3 
(34.1) 

768.5 
(70.6) 

287.8 
36.5 

37.45% 

Increase  in  cash  and  deposits 

$1,022.2 

$  697.9 

$  324.3 

46.47% 

During  the  year  expenditure  estimates  were  supplemented  by  special  warrants  aggregating 
$141.8  million.  A  comparison  of  total  actual  expenditure  to  the  total  of  the  estimates  and  special 
warrants  would  show  that  funds  authorized  in  an  amount  of  $227.0  million  were  unexpended. 

In  previous  years  the  statement  of  assets  and  liabilities  of  the  General  Revenue  Fund  was 
referred  to  as  the  "Balance  Sheet"  and  the  term  "Surplus"  appearing  thereon  was  used  to 
denote  the  cumulative  surplus  of  the  Fund  at  the  end  of  the  fiscal  year.  As  at  March  31,  1979,  the 
terms  "Balance  Sheet"  and  "Surplus"  have  been  replaced  by  "Statement  of  Realizable  Assets, 
Liabilities  and  Net  Assets"  and  "Net  Assets"  respectively. 

The  following  shows  the  changes  in  Net  Assets  of  the  General  Revenue  Fund  during  the  years 
ended  March  31,  1978  and  1979: 


1979 


1978 


(Millions  of  Dollars) 


Net  assets  at  beginning  of  year 
Budgetary  surplus 

Net  assets  at  end  of  year 


$1,628.0 
1,097.4 

$2,725.4 


$  747.4 
880.6 

$1,628.0 
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As  indicated  in  Note  3  to  the  financial  statements  of  the  General  Revenue  Fund,  changes  in 
accounting  policies  have  resulted  in  a  reduction  of  $18.4  million,  from  $1,646.4  to  $1,628.0 
million,  in  the  Net  Assets  reported  at  March  31,  1978  in  the  Statement  of  Realizable  Assets, 
Liabilities  and  Net  Assets. 

3.2.5  The  following  information  relating  to  significant  accounting  policies  and  reporting  practices  is 
disclosed  in  the  notes  to  the  financial  statements  of  the  General  Revenue  Fund.  The  impact  of 
this  information  must  be  taken  into  account  when  considering  the  Net  Assets  balance: 

(1)  "The  reporting  entity  is  the  General  Revenue  Fund.  Activities  of  provincial  agencies  and 
regulated  funds  are  recorded  only  to  the  extent  of  advances  made  from  or  repaid  to  the 
General  Revenue  Fund,  contributions  to  cover  expenses  or  operating  deficits  and  repay- 
ments of  contributions  in  excess  of  current  requirements  .  .  ."  (Note  2(a)) 

(2)  "Revenues  are  reported  on  an  accrual  basis  except  for  personal  and  corporate  income  taxes 
which  are  reported  on  a  cash  basis".  (Note  2(b)) 

(3)  ".  .  .  The  pension  plans  are  therefore  on  a  current  cost  basis  and  no  liability  is  shown  in  the 
financial  statements  in  respect  of  the  present  or  future  benefits,  including  periodic  cost  of 
living  adjustments,  payable  under  the  Acts  .  .  ."  (Note  2(b)) 

(4)  "No  provision  is  made  in  the  financial  statements  for  accrued  employee  vacation  entitle- 
ments, amounts  payable  under  The  Alberta  Income  Tax  Act,  commitments  under  construc- 
tion or  other  contracts  and  agreements  in  force  at  the  year  end,  including  equipment  capital 
leases."  (Note  2(b)) 

(5)  "Consistent  with  the  reporting  of  capital  acquisitions  as  expenditure,  fixed  assets  are 
recorded  only  at  a  nominal  value  of  $1."  (Note  2(b)) 

(6)  "An  actuarial  valuation  as  at  August  31,  1978  indicated  that  Teachers'  Retirement  Fund 
assets  will  be  insufficient  by  an  amount  of  approximately  $742,000,000  to  meet  the  liabilities 
of  the  fund."  (Note  6) 

(7)  "No  provision  has  been  made  in  the  financial  statements  for  contingent  liabilities  resulting 
from  litigation  and  guarantees."  (Note  7) 

(8)  "Under  authority  of  the  Municipal  Debt  Reduction  Act,  assented  to  on  June  28,  1979,  an 
amount  of  $1,031,325,765  has  been  charged  as  budgetary  expenditure,  statutory  appropria- 
tions in  1979-80."  (Subsequent  event  —  Note  9) 

In  order  to  further  improve  the  usefulness  of  information  contained  in  the  financial  statements,  it 
is  suggested  that  consideration  be  given  to  the  following  recommendations  which  arise  out  of 
the  preceding  notes: 

Recommendation:  (No.  4) 

1 .  It  is  recommended  that  action  be  taken  to  determine  if  the  quality  of  data  provided  by  the 
Government  of  Canada  can  be  improved  to  permit  the  recording  of  estimated  amounts 
receivable  and  payable  in  the  financial  statements  of  the  General  Revenue  Fund.  (See  also 
section  4.5.1  of  this  report.) 

Recommendation:  (No.  5) 

2.  It  is  recommended,  in  view  of  the  material  amount  of  the  Province's  liability  under  the 
various  pension  plans,  that  consideration  be  given  to  recording  the  unfunded  liabilities  of 
the  plans  in  the  General  Revenue  Fund.  This  recommendation  is  dealt  with  more  fully  in 
section  4.4.4  of  this  report. 

3.  No  provision  is  made  in  the  financial  statements  for  accrued  employee  vacation  entitle- 
ments. In  addition,  no  provision  is  made  for  accrued  overtime.  The  amount  of  these  accruals 
cannot  be  readily  determined,  but,  for  the  purpose  of  indicating  the  materiality  of  these 
omissions,  the  following  estimates,  as  at  March  31, 1979,  are  provided  by  the  Audit  Office: 

Vacation  entitlement  $22,000,000 


Overtime  $  500,000 
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Recommendation:  (No,  6) 

It  is  recommended  that  steps  be  taken  to  determine  and  implement  procedures  appropriate 
to  establishing  the  liability  for  employee  vacation  entitlement  and  overtime  payable.  Follow- 
ing which,  consideration  should  be  given  to  the  impact  of  these  omissions  on  the  evaluation 
of  the  cost  effectiveness  of  the  programs  concerned.  A  decision  should  then  be  made  as  to 
whether  these  liabilities  are  sufficiently  significant  to  warrant  inclusion  in  the  financial 
statements  of  the  General  Revenue  Fund. 

Recommendation:  (No.  7) 

4.  It  is  recommended  that  serious  consideration  be  given  to  developing  and  implementing 
procedures  whereby  all  costs  relating  to  accommodation,  furniture,  fixtures  and  equipment 
are  charged  to  the  program  for  which  the  expenditure  is  incurred.  This  recommendation  is 
dealt  with  more  fully  in  section  4.4.3  of  this  report. 

A  further  matterto  be  considerd  with  regard  to  the  General  Revenue  Fund  Net  Assets  balance  is 
disclosed  in  the  note  relating  to  Pacific  Western  Airlines  Ltd.  appearing  in  Public  Accounts, 
Volume  I,  Schedule  2.3.  This  note  reads  as  follows: 

"Shares  in  Pacific  Western  Airlines  Ltd.  have  been  included  at  cost.  The  investment  in  Pacific 
Western  Airlines  Ltd.  which  represents  99.82%  of  the  outstanding  voting  shares,  has  not 
been  adjusted  for  the  Province's  share  of  post-acquisition  retained  earnings." 

3.2.6  The  following  comparative  summary  shows  revenue  by  major  source,  expenditure  —  voted 
appropriations  by  department  (over  $100  million)  and  expenditure  —  statutory  appropriations, 
on  a  per  capita  and  percentage  basis  and  budgetary  surplus  on  a  per  capital  basis  for  the  years 
ended  March  31,  1978  and  1979: 
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.7     Non-Renewable  Resources  Revenue 


Revenues  derived  from  depleting  resources  are  of  major  significance  to  the  Province.  The 
following  is  a  comparative  summary  of  non-renewable  resources  revenue,  before  allocation  to 
the  Alberta  Heritage  Savings  Trust  Fund,  and  the  percentage  such  revenue  is  of  total  revenue  for 
the  years  ended  March  31,  1978  and  1979: 


1979 


1978 


Royalties: 
Crude  oil 

Natural  gas  and  natural  gas  by  products 

Synthetic  crude  oil 

Coal 


(a)  Sale  of  petroleum  and  natural  gas  rights 
Rentals  and  fees 

(b)  Bonus  —  Alberta  Energy  Company  Ltd.  (lease  of 

Suffield  petroleum  and  natural  gas  rights) 


$1,684,788,673 
1,182,922,922 
28,780,974 
18,237,838 

2,914,730,407 
677,514,338 
77,337,037 

9,000,000 


$1,338,186,313 
1,054,153,445 
25,644,390 
16,606,840 

2,434,590,988 
736,147,487 
72,127,998 

(9,000,000) 


3,678,581,782 


3,233,866,473 


Deduct: 

Credits  applied  against  amounts  owing 
to  the  Province: 
Exploratory  drilling  incentive  program 
Geophysical  incentive  program 


94,333,238 
19,716,460 

114,049,698 


58,087,398 
17,072,708 

75,160,106 


Net  non-renewable  resources  revenue 


$3,564,532,084  $3,158,706,367 


Net  non-renewable  resources  revenue  expressed 
as  a  percentage  of  General  Revenue  Fund 
revenue  before  allocation  to  the  Alberta 

Heritage  Savings  Trust  Fund  59.99%  60.94% 


(c)  Note: 

The  above  summary  does  not  include  receipts 
from  the  Government  of  Canada  under  the  1974 
oil  pricing  agreement. 


(a)  Alberta  Energy  Company  Ltd.  —  Primrose  Lake 

In  a  letter  dated  April  20,  1978,  Alberta  Energy  Company  Ltd.,  (A.E.C.)  offered  to  lease  all 
petroleum  and  natural  gas  rights,  excluding  oil  sands,  owned  by  the  Province  of  Alberta 
"within,  upon  or  under  those  lands  ...  in  the  north-eastern  portion  of  Alberta  known  as 
'Primrose  Lake  Air  Weapons  Range'  ". 

The  consideration  offered  for  the  rights  was  "$20.00  per  acre  for  each  acre  upon  which 
access  is  granted  to  A.E.C.  payable  to  Alberta  commencing  at  the  time  the  leases  of  said 
rights  are  issued".  In  addition,  "if  in  any  year,  beginning  one  year  after  recovery  by  A.E.C. 
out  of  its  share  of  production  (net  of  royalties)  of  an  amount  equal  to  all  the  costs  and 
expenses  of  the  said  lands,  one  half  of  the  net  production  proceeds  .  .  .  from  the  said  rights 
exceeds  the  royalties  paid  or  payable  to  Alberta,  Alberta  shall  receive  the  difference  between 
the  royalties  paid  or  payable  (before  any  deduction  for  credits  or  royalty  rebates)  and  one 
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half  of  the  net  production  proceeds".  A  commitment  was  made  by  A.E.C.  to  spend 
$32,000,000  in  evaluating  and  developing  the  rights. 

The  offer  was  made  subject  to  certain  conditions,  including  the  following: 
"In  the  normal  course  of  developing  the  Petroleum  and  Natural  Gas  Rights  A.E.C.  may 
encounter  crude  bitumen.  A.E.C.  shall  thereupon  be  accorded  the  right  to  acquire,  without 
the  payment  of  a  cash  purchase  price,  explore  for  and  develop  said  bitumen  .  .  .". 

"A.E.C.  will  have  an  exclusive  option,  but  not  an  obligation,  to  develop  the  forestry  rights 
located  on  the  said  lands  .  .  .". 

The  offer  was  accepted  by  the  Minister  of  Energy  and  Natural  Resources  and  two  leases 
covering  257,920  acres,  out  of  the  total  of  approximately  1,280,000  acres  available  were 
issued  during  1978-79  for  which  $5,158,400  was  received. 

(b)  Alberta  Energy  Company  Ltd.  —  Suffield  Block 

The  Province  leased  all  Provincially  owned  petroleum  and  natural  gas  rights  in  the  Suffield 
Block  to  Alberta  Energy  Company  Ltd.  for  $54  million.  An  initial  payment  of  $14  million  was 
received  in  the  1975-76  fiscal  year  and  a  further  payment  of  $10  million  was  received  during 
1976-77.  The  remainder  of  the  lease  price  is  to  be  paid  in  three  annual  instalments  of  $10 
million  each  beginning  one  year  after  the  company  has  recovered  out  of  its  share  of 
production,  net  of  royalties,  an  amount  equal  to  all  costs  and  expenses  relating  to  the 
Suffield  Block,  including  interest  on  capital  investments.  If,  in  any  year  after  the  preceding 
amounts  are  paid  and  recovered  by  the  Company,  one  half  of  the  net  production  proceeds 
from  the  leased  rights  exceed  the  royalties  paid  or  payable  to  the  Province,  the  Province  will 
receive  the  difference  between  the  royalties  paid  or  payable  and  one  half  of  the  net  produc- 
tion proceeds.  $30  million  still  remained  receivable  at  March  31,  1979.  The  $9  million 
amounts  appearing  in  the  summary  of  non-renewable  resources  revenue  are  adjustments 
required  because  of  accounting  policy  changes  and  do  not  represent  cash  transactions. 

(c)  1974  Crude  Oil  Pricing  Agreement 

The  Province  of  Alberta  has  received  a  total  of  $72  million  from  the  Government  of  Canada  in 
respect  of  the  March  1974  Federal-Provincial  agreement  on  crude  oil  prices  that  were  to 
prevail  in  Canada  from  April  1, 1974  to  June  30, 1975.  In  consideration  of  the  agreement,  the 
Federal  Government  is  committed  to  provide  an  amount  of  approximately  $145  million  to 
the  Province  over  the  six  year  period  1 977  to  1 982.  Two-thirds  of  the  funds  committed  are  to 
be  spent  on  energy-related  research  projects  and  the  remaining  one-third  is  to  be  spent  on 
transportation  capital  projects. 

3.2.8    The  Alberta  Income  Tax  Act 

Under  the  provisions  of  a  tax  collection  agreement,  the  Government  of  Canada  as  agent  of  the 
Province,  collects  for  and  on  behalf  of  the  Province  individual  and  corporation  income  taxes 
imposed  under  The  Alberta  Income  Tax  Act  during  the  term  of  the  Agreement  and  remits 
amounts  in  respect  thereof  to  the  Province.  All  costs,  charges  or  expenses  incurred  in  the 
collection  of  taxes  by  the  Government  of  Canada  under  the  Provincial  Act  are  paid  by  the 
Government  of  Canada. 

Under  The  Alberta  Income  Tax  Act  individuals  who  have  paid  rent  are  eligible  for  a  renter 
assistance  credit.  This  credit  is  claimable  when  income  tax  returns  are  filed  with  the  Government 
of  Canada.  The  credit  is  deductible  from  income  tax  payable  or  where  the  credit  exceeds 
amounts  owing,  the  excess  is  payable  to  the  taxpayer.  In  addition  taxpayers  are  entitled  to  claim 
royalty  tax  rebates  or  credits  in  respect  of  the  1974  and  subsequent  taxation  years. 

Administration  fees  payable  to  the  Government  of  Canada  in  respect  of  the  renter  assistance 
credit  and  royalty  tax  rebate  and  credit  programs,  as  well  as  the  amounts  claimed  by  taxpayers 
under  these  programs,  are  deducted  by  the  Government  of  Canada  from  tax  payments  made  to 
the  Province. 

The  following  is  an  analysis,  by  tax  assessment  year,  of  gross  income  tax  revenue,  renter 
assistance  credits,  royalty  tax  rebates  and  credits  and  net  reported  tax  revenue  for  the  years 
ended  March  31,  1976  to  1979. 
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Tax 

Assessment   Amount 


Year 

1976 

1977 

1978 

1979 

Individual  income  tax; 

1974 

1  3  1  H 

C    AO  CI  O  1  90 

3>  — 

$  — 

$  — 

1975 

oio  "3fiQ  9nn 

AC\  7P.T.  "507 
£+U,/DJ,J// 

1  oc\  Ann 
O  1 ,  I  zu^uu 

1  /17  cnn 
JO  1 ,  l4/,OUU 

1ft  jIOC  coo 

zO, 48b, 698 

1977 

37,354,000 

527,430,000 

49,246,387 

1  Q7Q 
I  3  lo 

51,814,000 

581,966,000 

1979 

55,672,000 

352,021,723 

439,264,927 

599,730,698 

686,884,387 

1  occ     Rontor  accictanro  r*  r  ar\  ito  • 

1  Q7  A 

iy/4 

1  b,8bb,b48 

87,953 

1  Q7C. 
I  3  /0 

17   ^Ol    1  O  1 

1  /,48/,1 21 

244,004 

1  Q7fi 
I  3  /  D 

1  A  OC  1    O  1  o 

iy, 261, 212 

369,613 

1 977 

21 ,31  b, 461 

Rr\\/alt\/  tav  rohatoc 
nuydiiy  idA  i  cUdicb. 

1  CXI  A 
I  3/'* 

loo  nnn 

1 28,9b8 

1  one, 

I  3  /  D 

coo  one 
by^,oUb 

439, b84 

1  Q7fi 
I  3  /  O 

C77   1  7C 

b//,1  /b 

130,161 

1  Q77 
I  3  /  / 

ICC  101 

/bb,28l 

Rnwa  1 1\/  t a  v  p roH  i to  • 
nUyalLy   IdA  L/lt-Ullb. 

1  CX1A 
I  3  /4 

OQO 
4UY,Z88 

1975 

— 

1,259,768 

1,926,453 



1976 

— 

— 

3,377,083 

948,698 

1977 

3,307,668 

1C  OCC  C/IO 

1  b,8bb,b48 

20,0b8,894 

25,825,51 2 

26,837,882 

Administration  fee 

158,665 

200,589 

258,255 

268,379 

16,025,213 

20,259,483 

26,083,767 

27,106,261 

Net  revenue 

$335,996,510 

$419,005,444 

$573,646,931 

$659,778,126 

uorporaiion  income  tax. 

1  CXI  A 

£  IQA  QQA  77H\ 

*  (y4,yy4, /  /u; 

3>  — 

*  — 

$  — 

1  Q7K 
I  3/0 

qqc  rc7  nnn 

I'll  Q"7C  CM  C 
I  Z  /  ,0  /  0,57HO 

(23b, 2b2 

I  3  /D 

9q  nco  P.r>n 

ooc;  occ  -inn 

/  1  n  QOQ  QICl 

1  1  U,ozo,3  1  b  1 

1977 

20,745,600 

386,114,400 

113,137,754 

1978 

— 

— 

37,187,500 

398,805,500 

1979 

— 

— 

— 

40,296,000 

ICQ  CO/1  oon 

^by,b^4,oou 

Jo4,4ob,y4b 

41  ^!,4/o,bob 

ceo  nno  nno 
bb2,003,002 

Allocation  to  Utility  Companies 

Income  Tax  Rebates  Fund  under 

The  Utility  Companies  Income 

Tax  Rebates  Act,  1977,  Section  3 

— 

— 



22,179,416 

269,624,830 

384,486,945 

412,473,585 

529,823,586 

Royalty  tax  rebates: 

iy/4 

TOO  n,io 

/28,U4y 

ao  on  /i  n>i 

49,22  /,4y4 

1  QIC 

i  y /o 

1  nn  CQ/i  a  cc 

1  z^,by4,4bb 

1 1 ,4yb,y  i  o 

i  y  ib 

OO  070  1  cc 

23,2/6,  \  bb 

3b,0b2,231 

1  Q77 

i  y  /  / 

70k  nnn 
D4,  /  Z0,UUU 

o  i  on  qc.c 

1  07Q 

c  con  cnn 

b,byu,buu 

i A  Ado.  cnn 
/4,40y,bUU 

1  070 

iy/y 

o  no  nnn 
8, 332, OUU 

Royalty  tax  credits: 

iy/4 

7  700  CQ7 

/,/3z,b8/ 

i  8,84b,b/b 

1975 

55,284,609 

9,529,021 

— 

1976 

— 

— 

43,505,074 

31,630,654 

1977 

76,920,389 

O    ACC\  ~?OC 

8,460,736 

246,052,183 

i>io  ni  cca 

148,1 21 ,660 

235,535,629 

Administration  fee 

250,000 

50,000 

8,460,736 

246,052,183 

148,371,660 

235,585,629 

Net  revenue 

$261,164,094 

$138,434,762 

$264,101,925 

$294,237,957 
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It  should  be  noted  that  due  to  a  large  number  of  1976  corporation  tax  returns  being  unassessedat 
February  28,  1978,  (the  cutoff  date  for  determination  of  the  Province's  1976  corporation  tax 
entitlement)  an  adjustment  payment  of  $99  million  was  paid  by  Canada  to  Alberta  in  March  1978 
in  respect  of  1976.  Since  the  1976  returns  assessed  after  February  28, 1978,  are  reported  as  1977 
tax  assessment  year  revenue,  the  adjustment  payment  has  been  included  as  1977  revenue  in  the 
preceding  summary. 

As  indicated  in  the  preceding  summary,  taxes  relating  to  the  various  tax  assessment  years  are 
received  over  a  three  year  period.  When  tax  returns  are  not  assessed  by  a  specified  cut-off  date 
they  are  included  with  the  next  assessment  year's  returns  and  finalization  of  transactions 
relating  to  the  returns  carried  forward  is  therefore  delayed  another  year. 

3.3       ALBERTA  HERITAGE  SAVINGS  TRUST  FUND 

3.3.1  The  audited  financial  statements  of  the  Alberta  Heritage  Savings  Trust  Fund  are  included  in 
Section  4  of  Volume  1  of  the  Public  Accounts  of  the  Province  of  Alberta.  The  following  is  a 
comparative  summarization  of  the  Statement  of  Income,  Expenditure,  Transfers  and  Fund 
Equity  for  the  year  ended  March  31,  1979,  contained  therein: 

1979  1978 
(millions  of  dollars) 

Income  and  Retained  Earnings: 
Investment  income                                                                 $  294.4      $  194.1 
Administrative  expenses  OJj 

Net  income  for  the  year  293.7  193.6 

Retained  earnings  at  beginning  of  year  281.3  87.7 

Retained  earnings  at  end  of  year  575.0  281.3 

Transfers  from  the  General  Revenue  Fund  of  the 
Province  of  Alberta: 

Non-renewable  resource  revenue  transfer  for  the  year  1,059.0  931.0 

Cumulative  transfers  at  beginning  of  year  3,051.2  2,120.2 

Cumulative  transfers  at  end  of  year  4,110.2  3,051.2 

Fund  equity  at  end  of  year  $4,685.2  $3,332.5 


Represented  by: 

Net  assets                                                                            $4,430.1  $3,209.7 

Deemed  assets                                                                          255.1  122.8 

$4,685.2  $3,332.5 


3.3.2  The  following  information  relating  to  significant  accounting  policies  and  reporting  practices  is 
disclosed  in  the  notes  to  the  financial  statements  of  the  Alberta  Heritage  Savings  Trust  Fund.  The 
impact  of  this  information  must  be  taken  into  account  when  considering  the  Fund  Equity 
balance: 

"Note  2   Significant  Accounting  Policies  and  Reporting  Practices 

These  financial  statements  have  been  prepared  in  accordance  with  generally 
accepted  accounting  principles  except  that: 

(i)  The  item  shown  on  the  balance  sheet  as  "Capital  Projects  Division  investments" 
represents  the  aggregate  amount  expended  from  November  4, 1 976  to  March  31 , 
1979  under  the  authority  of  "Appropriation  Acts"  passed  pursuant  to  Section 
6(2)(a)  of  The  Alberta  Heritage  Savings  Trust  Fund  Act.  The  "Capital  Projects 
Division  investments"  do  not  represent  assets  owned  by  the  Alberta  Heritage 
Savings  Trust  Fund.  These  investments  are  deemed  to  be  assets  of  the  Trust  Fund 
with  a  value  equal  to  the  amounts  expended,  pursuant  to  Section  6(5)(a)  of  The 
Alberta  Heritage  Savings  Trust  Fund  Act. 
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(ii)  The  investment  in  the  Alberta  Energy  Company  Ltd.  (included  in  the  Alberta 
Investment  Division)  which  represents  50%  of  the  outstanding  voting  shares  of 
the  Company  has  not  been  adjusted  for  the  Fund's  share  of  retained  earnings. 
The  Company  reported  earnings  for  the  year  ended  December  31,  1978  of 
$18,786,000  (1977  -  $14,857,000)  and  retained  earnings  at  December  31,  1978  of 
$45,842,000  (1977  -  $27,056,000)." 

Recommendation:  (No.  8) 

It  is  recommended  that  consideration  be  given  to  amending  The  Alberta  Heritage  Savings  Trust 
Fund  Act  to  enable  Capital  Projects  Division  "investments"  to  be  recorded  as  expenditure.  This 
recommendation  is  considered  in  more  detail  in  section  4.4.1  of  this  report. 

In  the  consolidated  financial  statements  of  the  Province  the  statements  of  the  Alberta  Heritage 
Savings  Trust  Fund  were  adjusted  to  a  basis  consistent  with  the  accounting  policies  of  the 
General  Revenue  Fund,  which  resulted  in  deemed  assets  being  written  off  as  expenditures. 

The  following  summary  compares  the  financial  results  of  the  Alberta  Heritage  Savings  Trust 
Fund  forthe  year  ended  March  31,  1979  with  the  estimates  appearing  in  the  Summary  Financial 
Position  and  Plan  table  in  the  1978  Budget  Address  (adjusted  by  $5  million  supplementary 
Capital  Projects  Division  investment  approval): 

Over(under) 

Actual         Estimates  Estimates 
(millions  of  dollars) 


Revenues  allocated  to  the  Fund 
Net  income  from  investments 

Total  additions  to  the  Fund 
Investment  commitments 

Surplus  available  for  investment 


Transfer  reported  by  Alberta  Heritage  Savings 
Trust  Fund 


$1,059 

$1,046 

$ 

13 

1.24% 

294 

295 

(1) 

(0.34)% 

1,353 

1,341 

12 

0.89  % 

195 

247 

(52) 

(21.05)% 

$1,158 

$1,094 

$ 

64 

5.85  % 

) 


) 


$1,059.0  $931.0 


Of  the  $247  million  investment  commitment  estimate,  $197  million  represents  investments 
approved  by  the  Legislative  Assembly  for  the  Capital  Projects  Division.  The  remaining  $50 
million  was  provided  for  Syncrude  related  investments  under  the  Alberta  Investment  Division. 

Expenditures  on  Capital  Projects  Division  investments  during  the  year  aggregated  $132  million. 
The  unexpended  balance  of  the  funds  appropriated,  in  the  amount  of  $65  million,  lapsed. 

A  total  of  $73  million  was  expended  on  Syncrude  related  investments  and  $10  million  was 
received  from  the  sale  of  synthetic  crude  oil  for  a  net  expenditure  of  $63  million.  This  is  com  pa  red 
with  the  estimate  of  $50  million. 

The  following  is  a  reconciliation  of  the  allocation  to  the  Alberta  Heritage  Savings  Trust  Fund 
deducted  from  General  Revenue  Fund  revenue  with  the  transfer  reported  by  the  Trust  Fund  for 
the  years  ended  March  31,  1978  and  1979:  197g  197g 

(millions  of  dollars) 

Allocation  to  Trust  Fund  deducted  from  General 

Revenue  Fund  revenue  $1,114.6  $948.2 

Overtransfer  in  1978  deducted  from  1979  transfer  26.1  (26.1 

Allocation  to  be  transferred  —  30%  of  non  - 

renewable  resource  revenue  1,140.7  922.1 

Amount  to  be  paid  to  the  Trust  Fund  in  the 

subsequent  year  pursuant  to  Section  5(6)  of 

The  Alberta  Heritage  Savings  Trust  Fund  Act  (81.7)  — 

Additional  transfer  authorized  under  The  Alberta 
Heritage  Savings  Trust  Fund  Special 
Appropriation  Act  1977-78,  Chapter  50, 

Statutes  of  Alberta  1977(a)  —  9.0 

Prior  period  adjustment  —  (-1 
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(a)  Transfer  made  as  compensation  for  loss  of  income  resulting  from  the  delay  in  transferring 
non-renewable  resource  revenue  for  the  months  of  April  to  October  1977  which  could  not  be 
transferred  until  the  Act  was  passed. 

3.4       CONSOLIDATED  FINANCIAL  STATEMENTS  OF  THE  PROVINCE  OF  ALBERTA 

3.4.1  The  consolidated  financial  statements  of  the  Province  of  Alberta  as  at  March  31,  1979,  are 
included  in  the  Public  Accounts,  Section  1  of  Volume  1 .  This  is  the  first  time  such  statements  have 
been  produced. 

The  consolidated  financial  statements  include  comparative  figures  for  the  year  ended  March  31 , 
1978  prepared  on  a  basis  consistent  with  that  of  the  current  year. 

In  the  report  of  the  Provincial  Auditor  dated  November  10,  1978,  included  in  the  1977-78  Public 
Accounts,  the  following  statement  was  made: 

"Based  on  recent  developments  and  studies,  it  is  my  opinion  that  the  objective  should  be  to 
create  a  single  set  of  financial  statements  to  reflect  on  an  accrual  and  aggregated  basis,  to  the 
end  of  the  fiscal  year,  the  end  result  of  all  the  activities  of  the  Government  which  involved  public 
funds  (other  than  funds  of  third  parties  held  in  trust)  for  which  there  was  accountability  to  the 
Legislative  Assembly.  Such  statements  should  reflect  either  directly  or  indirectly,  on  an  equity 
valuation  basis,  those  assets  which  by  their  nature  are  readily  convertible  into  cash  and  those 
obtained  in  order  to  earn  revenue.  Assets  readily  convertible  into  cash  should  be  reported  at  a 
value  not  exceeding  realizable  value  and  revenue  earning  assets  at  historical  cost.  These 
statements  should  also  reflect  on  an  actual  or  estimated  basis  all  known  liabilities  together  with 
an  aggregated  surplus  or  deficit." 

The  consolidated  financial  statements  of  the  Province  of  Alberta  have  gone  a  long  way  towards 
satisfying  the  objectives  suggested  in  the  above  statement.  All  entities  directly  accountable  to 
the  Legislative  Assembly  have  been  consolidated  or  treated  on  an  equity  basis  except  for 
provincial  agencies  exempt  under  section  2(5)  of  the  Financial  Administration  Act,  1977.  How- 
ever the  consolidated  financial  statements  do  not  reflect  liabilities  for  unfunded  pension  plans, 
accrued  employees'  vacation  entitlement  and  overtime  payable.  (See  the  recommendation  in 
section  3.2.5  of  this  report). 

3.4.2  The  method  of  consolidation  and  the  basis  of  accounting  employed  in  preparing  the  consoli- 
dated statements,  which  are  explained  in  the  introduction  to  section  1  of  the  Public  Accounts  and 
Note  1  to  the  consolidated  financial  statements,  have  been  reviewed  and  it  is  considered  that  the 
resulting  financial  statements  provide  a  more  informative  basis  upon  which  to  judge  the  overall 
financial  position  of  the  Province  than  was  formerly  available.  The  Treasury  Department,  and  the 
Office  of  the  Controller  in  particular,  is  to  be  commended  on  the  preparation  of  these  financial 
statements. 

3.4.3  In  September  1976,  the  Canadian  Institute  of  Chartered  Accountants  Study  Group  on  the 
Financial  Reporting  Practices  of  Governments  was  established.  It  was  proposed  that  the  Study 
Group  would  undertake  a  Research  Study  of  the  present  accounting  and  reporting  practices  of 
the  federal  and  provincial  governments  and  the  objectives  and  concepts  underlying  these 
practices.  It  is  anticipated  that  the  report  of  the  Study  Group  will  be  issued  shortly. 

The  Institute  is  to  be  congratulated  for  becoming  directly  involved  in  an  area  of  accounting  and 
reporting  that  had  prior  thereto  not  received  the  attention  it  warranted  in  Canada. 

The  involvement  of  the  Office  of  the  Controller  and  the  Audit  Office  in  the  Institute  Study  Group 
and  its  research  task  forces  has  influenced  the  method  of  consolidation  and  the  basis  of 
accounting  used  in  preparing  the  consolidated  financial  statements  of  the  Province  of  Alberta. 

3.4.4  It  should  be  noted  that  because  of  various  accounting  adjustments  and  the  elimination  of 
inter-entity  balances,  it  is  not  possible  in  all  cases  to  directly  relate  figures  appearing  in  the 
financial  statements  of  the  accounting  entities  consolidated  with  figures  appearing  in  the 
consolidated  financial  statements. 

3.4.5  For  information  purposes,  the  following  is  a  comparative  summarization,  as  at  March  31, 1978 
and  1979,  of  the  financial  results  disclosed  by  the  Consolidated  Financial  Statements: 
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1979  1978 


(millions  of  dollars) 


Pionfl rt m p ntP I  hiiHnptarx/  ciirnluc 
u'c  \J  a  i  i  m  i  ci  1 1  a  i  uuuycia  I  y  ouipiub 

3)1  ,Ub  1 A 

<T       OQA  C 

$  880.6 

INcl  lilOUiIlc  (lUbb/  Ul  OUMbOl  ICJalcU  cNTIIieS. 

Regulated  funds 

1,320.1 

1,097.2 

Provincial  corporations 

(57.0) 

(98.5) 

Provincial  committees 

0.1 

0.2 

Income  retained  by  commercial  enterprises 

47.8 

24.9 

Consolidated  net  revenue 

2,408.4 

1,904.4 

iiciiib  nioiuucu  iii  t,u 1 1 bu 1 1 u a itju  nei  revenue 

not  affecting  cash 

(138.0) 

(153.6) 

Cash  provided  by  operations 

2,270.4 

1,750.8 

Financing  transactions: 

D  Q/>Q  rife 

neoei  pib 

CO!  o 

Disbursements 

1,786.2 

1,621.4 

(1,158.9) 

(778.3) 

Increase  in  cash  and  term  dennsits 

$1,111.5 

$  972.5 

The  following  shows  the  consolidated  "net  assets" 

at  the  end  of  the  year  compared  with  the 

previous  year: 

1979 

1978 

(millions  of  dollars) 

Mpt  accptc  at  hprtinninn  of  \/par 
i N c L  aoocio  al  ut-yiiiiiiiiy  ui  ycai 

$4,645.3 

$2,740.9 

Consolidated  net  revenue 

2,408.4 

1,904.4 

Net  assets  at  end  of  year 

$7,053.7 

$4,645.3 

3.4.6  The  Public  Accounts  do  not  include  schedules  to  support  amounts  in  the  Consolidated  State- 
ment of  Financing  Transactions.  Since  this  information  is  considered  of  significance,  details  of 
receipts  and  payments,  by  accounting  entity,  for  the  years  ended  March  31, 1978  and  1979,  are 
provided  as  follows: 
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Receipts 

  197?  1978 

(millions  of  dollars) 

Investment  maturities  and  sales: 
General  Revenue  Fund  $286.1  $254.1 

Alberta  Heritage  Savings  Trust  Fund  3.6  67.5 

Glenbow-Alberta  Institute  .1  — 

Alberta  Municipal  Financing  Corporation  —  2.1 


289.8  323.7 

Debt  issues: 

Alberta  Municipal  Financing  Corporation                                            185.5  209.7 

General  Revenue  Fund                                                                   —  138.5 

Alberta  Housing  Corporation                                                             21.4  34.4 

Alberta  Resources  Railway  Corporation                                             —  25.0 


206.9  407.6 

Repayments  of  loans  and  advances: 

Alberta  Municipal  Financing  Corporation                                             94.3  85.1 

General  Revenue  Fund                                                                      8.3  7.1 

Municipal  Loans  Revolving  Fund                                                         3.0  3.0 

Rural  Electrification  Revolving  Fund                                                     2.9  2.5 

Student  Loan  Fund                                                                             .2  .4 

Alberta  Housing  Corporation   .2.   A 

108.9  98.5 

Mortgage  insurance  fees: 

Alberta  Home  Mortgage  Corporation                                                  4.6  2.5 

Unearned  revenue  and  suspense: 

General  Revenue  Fund                                                                    3.4  .5 

Health  Care  Insurance  Fund   .5  (.4) 

 3J)   A 

Restricted  profits  and  sale  of  shares: 

Alberta  Municipal  Financing  Corporation                                            13.2  10.7 

$627.3  $843.1 
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Disbursements 


1979  1978 
(millions  of  dollars) 


Investments: 
Marketable  securities: 

General  Revenue  Fund  $  538.4       $  263  9 

Alberta  Heritage  Savings  Trust  Fund  117.0  57.1 

Alberta  Home  Mortgage  Corporation  2.7  5.0 

Alberta  Hail  and  Crop  Insurance  Corporation  .6  .3 

658.7  326.3 


Long  term  investments: 

Alberta  Heritage  Savings  Trust  Fund  254.9  257.7 

Equity  in  commercial  enterprises,  net: 

Alberta  Heritage  Savings  Trust  Fund  134.7  174.8 

General  Revenue  Fund                                                                   1.0  (2.3) 

Alberta  Municipal  Financing  Corporation  —  1.3 

135.7  173.8 


Loans  and  advances: 

Alberta  Municipal  Financing  Corporation  419.9  434.7 

*Alberta  Home  Mortgage  Corporation  167.9  143.6 

*Alberta  Agricultural  Development  Corporation  15.7  12.6 

General  Revenue  Fund  13.4  9.2 

*Alberta  Opportunity  Company  10.0  10.2 

Rural  Electrification  Revolving  Fund  5.7  6.0 

632.6  616.3 


Debt  retirement  including  sinking  funds: 

Alberta  Municipal  Financing  Corporation                                             65.8  61.9 

General  Revenue  Fund                                                                    35.2  157.3 

Alberta  Resources  Railway  Corporation                                                3.3  28.1 

104.3  247.3 


$1,786.2  $1,621.4 


*  Net  transactions 


3.4.7  Notes  (d)  and  (e)  in  Schedule  2  of  the  financial  statements  of  the  Alberta  Heritage  Savings  Trust 
Fund  and  Notes  2  and  5(c)  to  Schedule  2.16  of  the  financial  statements  of  the  General  Revenue 
Fund,  Public  Accounts,  Volume  1,  provide  certain  information  concerning  the  Province  of 
Alberta's  outstanding  commitments  relative  to  the  Syncrude  Project.  These  notes  should  be 
read  in  conjunction  with  the  following  overview  of  the  Province's  commitments  regarding  the 
project. 

The  definitive  agreements  relative  to  the  Syncrude  Project  were  signed  in  Edmonton  on  April  30, 
1976.  As  a  result  of  these  agreements  the  Province  of  Alberta  became  formally  committed  as 
follows: 

1 .  To  provide  10%  of  the  funds  required  by  the  Syncrude  joint  venture  to  construct  and  operate 
the  Syncrude  Project  located  near  Fort  McMurray,  Alberta,  in  exchange  for  a  10%  equity 
interest  in  the  joint  venture. 

The  Province  assigned  to  the  Alberta  Energy  Company  Ltd.,  an  option  to  acquire  between 
5%  and  20%  of  the  equity  in  the  Syncrude  joint  venture.  The  Alberta  Energy  Company  Ltd. 
exercised  the  option  on  August  31,  1979  for  the  maximum  20%,  which  resulted  in  the 
Province's  equity  interest  being  reduced  to  8%. 

2.  To  make  loans  to  Gulf  Oil  Canada  Ltd.  and  Canada-Cities  Service  Ltd.  of  $100  million  each,  by 
way  of  secured  convertible  debentures.  The  debentures  are  convertible  at  the  holder's 
option  at  any  one  time  prior  to  March  1,  1984,  to  an  interest  in  the  borrower's  equity  in  the 
joint  venture. 
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At  March  31,  1979,  loans  of  $100  million  had  been  made  to  each  of  these  two  companies 
from  the  Alberta  Heritage  Savings  Trust  Fund. 

In  addition,  a  commitment  which  may  be  assigned,  has  been  made  to  provide  financing  for 
offsite  accommodation  for  Syncrude  Canada  Ltd.  employees.  Northward  Developments  Ltd.,  a 
company  which  was  formed  for  the  purpose  of  providing  offsite  housing,  is  owned  by  the 
participants  in  the  Alberta  joint  venture,  or  their  affiliates,  in  the  same  ratio  as  they  presently 
participate  in  the  joint  venture.  At  June  30, 1979,  the  amount  estimated  to  be  required  for  capital 
purposes  was  $191  million  of  which  approximately  $110  million  may  be  provided  by  way  of  a 
first  mortgage  from  the  Alberta  Home  Mortgage  Corporation  with  the  balance  provided  by  a 
bank  revolving  line  of  credit.  The  Alberta  Home  Mortgage  Corporation  has  guaranteed  the  bank 
revolving  line  of  credit  for  Northward  Developments  Ltd.  in  an  amount  not  to  exceed  $30  million 
for  a  period  not  to  extend  beyond  August  31,1 980.  The  total  amount  provided  is  to  be  recovered 
from  repayments  to  be  made  by  purchasers  of  the  housing  units. 

3.4.8     Further  commitments  which  had  been  made  by  the  Province  have  been  assumed  as  follows: 

1.  Responsibility  for  construction  of  a  utilities  plant  required  to  service  the  Syncrude  Project 
was  assumed  by  A.E.C.  Power  Ltd.,  an  Alberta  company  in  which  Alberta  Energy  Company 
Ltd.  holds  two-thirds  of  the  issued  shares. 

Order  in  Council  602/76  dated  June  1, 1976,  approved  the  execution  of  guarantees,  on  behalf 
of  the  Province,  of  the  payment,  when  due,  of  the  principal  and  interest  on  any  indebtedness 
of  A.E.C.  Power  Ltd.  incurred  for  the  purposes  of  financing  the  construction  of  the  utilities 
plant.  The  guarantees  are  to  become  effective  if,  at  any  time  after  completion  of  the 
construction  phase  of  the  Syncrude  Project,  the  Syncrude  joint  venture  participants  give 
A.E.C.  Power  Ltd.  notice  that  the  Syncrude  Project  has  been  abandoned. 

Under  authority  of  the  Order  in  Council,  the  Province  has  entered  into  agreements  to 
guarantee  loans  totalling  $250  million.  As  at  March  31, 1979,  loans  aggregating  $239  million 
(including  $9  million  unrealized  loss  on  exchange)  subject  to  the  Province's  guarantee  had 
been  made  to  A.E.C.  Power  Ltd.  Accrued  interest  payable  on  the  loans  in  the  amount  of  $5.6 
million  is  also  subject  to  the  Province's  guarantee. 

2.  Responsibility  for  the  construction,  or  acquisition  of  a  pipeline  for  the  transportation  of 
synthetic  crude  oil  was  assumed  by  Alberta  Oil  Sands  Pipeline  Ltd.,  an  Alberta  company 
wholly  owned  by  Alberta  Energy  Company  Ltd.  Under  the  agreement,  whereby  Alberta  Oil 
Sands  Pipeline  Ltd.  isto  construct,  own  and  managethe  pipeline, there  is  provision  that  if,  at 
any  time  after  completion  of  the  construction  phase  of  the  Syncrude  Project,  the  Syncrude 
joint  venture  participants  give  notice  to  the  Company  that  the  Syncrude  Project  has  been 
abandoned,  the  participants  shall  guarantee  the  remaining  outstanding  debt  incurred  by  the 
Company  for  the  financing  of  the  pipeline. 

3  The  participants  in  the  Syncrude  joint  venture  have  entered  into  an  agreement  covering  the 
construction,  financing  and  operation  of  a  natural  gas  pipeline  to  supply  natural  gas  to  the 
Syncrude  Project.  This  agreement  includes  provisions  whereby: 

(a)  In  the  event  of  abandonment  of  either  the  Syncrude  Project  or  the  pipeline,  the  Syn- 
crude joint  venture  participants  may  be  required  to  repay,  in  proportion  to  their  partici- 
pating interests,  any  balance  of  principal,  accrued  interest  and  other  amounts  owing 
with  respect  to  the  bonds  issued,  or  to  be  issued,  to  finance  the  pipeline  construction, 
and 

(b)  In  the  event  of  default  by  the  pipeline  operator,  the  participants  may  purchase,  at  fair 
market  value,  the  operator's  interest  in  the  operating  equipment  and  may  assume  the 
operator's  rights  and  obligations  under  the  pipeline  lease  agreement. 

Under  the  terms  of  the  Alberta  Crown  Agreement,  which  stipulates  the  basis  of  calculation  of  the 
Province's  royalty  relating  to  the  Syncrude  Project,  the  Project  is  deemed  to  have  entered  the 
operating  phase  on  March  1, 1979,  from  which  date  the  Province  has  a  direct  50%  interest,  in  lieu 
of  a  royalty,  in  the  deemed  net  profits  of  the  joint  venture.  Such  50%  interest  may,  at  the 
discretion  of  the  Province,  be  taken  in  product  and  sold  directly,  or  sold  by  the  participants  on 
behalf  of  the  Province.  The  Province  has  an  irrevocable  option,  which  may  be  excercised  once 
only,  and  after  March  1,  1984,  to  convert  its  50%  interest  in  the  deemed  net  profit  to  a  71/2% 
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interest  in  the  gross  production  of  the  Project.  This  interest  also  may  be  taken  in  product  and  sold 
directly,  or  sold  by  the  other  participants  on  behalf  of  the  Province.  Both  of  the  above  interests 
are  subject  to  a  requirement  that  30%  of  the  Province's  revenue  from  non-renewable  resources 
be  transferred  to  the  Alberta  Heritage  Savings  Trust  Fund,  provided  that  the  transfer  is  autho- 
rized by  a  Special  Act. 

Now  that  the  operating  phase  has  been  reached,  the  Alberta  Heritage  Savings  Trust  Fund  has  a 
10%  (8%  after  September  1,  1979)  interest  in  production  through  the  equity  participation.  All 
costs  and  expenditures  incurred  in  connection  with  the  operation  of  the  joint  venture  are  borne 
and  paid  for  by  the  participants  in  proportion  to  their  respective  interests  in  the  joint  venture. 

Indirect  liabilities  (contingent  liabilities)  disclosed  in  the  General  Revenue  Fund  and  Consoli- 
dated financial  statements  were  $3,81 3.5  million  and  $481 .3  million  respectively  (1978:  $3,443.0 
million  and  $523.3  million).  The  following  statement  reflects  the  accounting  adjustments  re- 
quired for  consolidation  purposes  as  at  March  31,  1978  and  1979: 


Indirect  liabilities  in  the  General  Revenue 
Fund  financial  statements 

Deduct  net  guaranteed  debt  of  Provincial 
corporations  and  commercial  enterprises 
included  above,  eliminated  on  consolidation: 
Treasury  Branches  Deposits  Fund 
Alberta  Municipal  Financing  Corporation 
Alberta  Government  Telephones  Commission 
Alberta  Housing  Corporation 
Alberta  Resources  Railway  Corporation 
Alberta  Home  Mortgage  Corporation 
Alberta  Export  Agency 


Guaranteed  debt  of  outside  organizations  and 
individuals 

Add  debt  of  outside  organizations  and  individuals 
guaranteed  by  the  following  Provincial 
Corporations,  not  included  in  indirect 
liabilities  in  the  General  Revenue  Fund 
financial  statements: 
Alberta  Agricultural  Development 

Corporation 
Alberta  Home  Mortgage  Corporation 
Alberta  Opportunity  Company 


Indirect  liabilities  in  the  Consolidated 
financial  statements 


1979  1978 
(millions  of  dollars) 


$3,813.5 


1,496.5 
1,385.0 
374.2 
134.8 
79.8 
0.2 

3,470.5 
343.0 


$3,443.0 


1,229.7 
1,247.2 
388.1 
120.2 
83.0 
27.4 
 02 

3,095.8 


347.2 


135.9 
1.6 
 08 

138.3 


$  481.3 


145.0 
30.0 
1.1 


176.1 


$  523.3 


As  indicated,  in  the  foregoing  reconciliation,  indirect  liabilities  disclosed  in  the  Consolidated 
financial  statements  consist  only  of  amounts  payable  by  outside  organizations  and  individuals 
guaranteed  by  the  Province  of  Alberta. 

One  change  in  accounting  policy  for  the  year  ended  March  31,  1979  was  to  discontinue  disclo- 
sure in  the  General  Revenue  Fund  Schedule  of  Indirect  Liabilities  of  guaranteed  borrowings  by 
provincial  corporations  and  commercial  enterprises  from  the  Alberta  Heritage  Savings  Trust 
Fund  (see  note  5  to  Schedule  2.16  of  the  General  Revenue  Fund).  The  1978  figures  have  been 
restated  to  conform  to  1979  presentation. 

4.0       SUMMARY  OF  AUDIT  OBSERVATIONS 
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4.1  INTRODUCTION 


4.1.1  Communication  of  Audit  Observations 

Observations  and  recommendations  arising  from  audits  of  departments,  revolving  funds,  reg- 
ulated funds  and  provincial  agencies  are  discussed  in  detail  at  formal  meetings  held  at  the 
conclusion  of  audits.  These  meetings  (exit  conferences)  are  attended  by  representatives  of  the 
Audit  Office  and  senior  financial  and  other  management  officials  of  the  auditee.  Except  where 
audit  observations  are  few  and  minor  in  nature,  minutes  of  matters  discussed  are  normally 
prepared  by  the  Audit  Office  and  circulated  to  all  who  attended  the  meeting  and  often  to  the 
responsible  deputy  minister  or  senior  executive  officer  if  they  were  not  in  attendance. 

Subsequently,  all  relatively  significant  observations  and  recommendations  are  incorporated 
into  a  "management  letter"  from  the  Auditor  General  to  the  appropriate  deputy  minister  or 
senior  executive  officer.  Copies  of  all  management  letters  go  to  the  Minister  responsible  for  the 
audit  entity  and  the  Secretary  to  the  Treasury  Board,  except  for  provincial  agencies  exempted 
under  section  2(5)  of  The  Financial  Administration  Act,  1977. 

Observations  and  recommendations  arising  from  concurrent  auditing  of  General  Revenue  Fund 
expenditures  are  reported  by  means  of  formal  memoranda  to  deputy  ministers,  chief  executives 
or  senior  management  officials.  The  relative  importance  of  matters  reported  determines  the 
level  of  management  to  which  they  are  reported.  Accordingly,  such  memoranda  to  deputy 
ministers  and  chief  executives  are  copied  to  the  Ministers  responsible  and  to  the  Secretary  to  the 
Treasury  Board. 

4.1 .2  As  explained  in  section  1 .1 .2  of  this  report,  section  19(5)  of  The  Auditor  General  Act  allows  forthe 
exclusion  from  this  report  of  accounting  and  management  control  systems  deficiencies  which 
have  been,  or  are  in  the  process  of  being,  rectified.  As  this  is  the  Auditor  General's  first  annual 
report  to  the  Legislative  Assembly,  decisions  to  refrain  from  including  certain  observations  on 
systems  deficiencies  have  been  based  on  management  assurances  that  measures  are  being 
taken  to  remedy  the  deficiencies.  This  policy  has  been  adopted  in  order  to  utilize  the  leverage 
provided  under  section  19(5).  The  policy  will  not  be  continued  in  future  years  should  it  prove  to 
be  ineffective. 

Notwithstanding  the  above,  it  must  not  be  assumed  that  where  deficiencies  in  accounting  and 
management  control  systems  are  included  in  this  report,  that  management  has  not  begun  to 
take  steps,  or  is  unwilling  to  take  steps,  to  rectify  the  deficiencies.  Where  such  deficiencies  are 
sufficiently  prevalent  or  offer  opportunities  for  material  losses  of  public  funds  or  assets,  they  are 
included  herein  even  though  steps  are  being,  or  have  been,  taken  to  rectify  them. 

4.1.3  Section  19(5)  of  The  Auditor  General  Act  does  not  apply  to  losses  or  possible  losses  of  public 
funds  or  assets  acquired  with  public  funds.  Accordingly,  section  4.2  of  this  report  includes  all 
observations  on  matters  of  that  nature,  subject  to  the  provisions  of  section  25  of  the  Act  which 
allows  the  Auditor  General  to  omit  matters  which  are,  in  his  opinion,  immaterial  or  insignificant. 

4.1.4  Departures  from  Generally  Accepted  Accounting  Principles 

Section  2.2.3  of  this  report  states  that  most  financial  statements  submitted  to  the  Legislative 
Assembly  have  been  prepared  either  in  accordance  with  generally  accepted  accounting  princi- 
ples or  in  accordance  with  an  appropriate  disclosed  basis  of  accounting. 

When  an  appropriate  disclosed  basis  of  accounting  has  been  used  each  departure  from  general- 
ly accepted  accounting  principles  has  been  included  in  a  note  to  the  financial  statements  of  the 
entity  concerned  headed  "Significant  Accounting  Policies  and  Reporting  Practices",  stating  that 
the  financial  statements  have  been  prepared  in  accordance  with  generally  accepted  accounting 
principles  with  certain  exceptions.  The  accounting  policies  or  practices  employed  which  give 
rise  to  these  exceptions  are  then  explained  in  the  note.  This  form  of  presentation  has  been 
adopted  for  all  financial  statements  other  than  the  Province  of  Alberta  Consolidated  and 
General  Revenue  Fund  statements  where  the  exceptions  to  generally  accepted  accounting 
principles  were  so  numerous  and  significant  that  it  was  considered  appropriate  to  omit  refer- 
ence to  generally  accepted  accounting  principles.  Nevertheless  the  notes  to  the  Province  of 
Alberta  Consolidated  and  General  Revenue  Fund  financial  statements  headed  "Summary  of 
Significant  Accounting  Policies  and  Reporting  Practices"  explains  the  basis  of  accounting  used. 

In  employing  generally  accepted  auditing  standards  the  Audit  Office  has  exercised  professional 
judgement  in  determining  the  propriety  of  employing  accounting  policies  and  practices  at 
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variance  with  generally  accepted  accounting  principles.  In  all  financial  statements  prepared  as  at 
March  31,  1979,  or  such  other  accounting  periods  ended  within  the  year  ended  March  31, 1979, 
the  disclosed  departures  from  generally  accepted  accounting  principles  are  not  considered  to  be 
inappropriate  by  the  Audit  Office  in  the  circumstances.  However,  the  reader's  attention  is  drawn 
to  the  recommendations  contained  in  section  4.4  of  this  report  relating  to  certain  accounting 
policies  of  general  application. 

4.1.5  The  Auditor  General  expressed  reservations  of  opinion  in  five  audit  reports  on  financial  state- 
ments of  provincial  agencies.  Four  of  the  reservations  were  due  to  the  nature  of  a  source  of 
revenue  being  partially  from  donations  and,  therefore,  the  completeness  of  revenue  could  not  be 
verified.  One  reservation  was  due  to  lack  of  information  to  determine  the  adequacy  of  certain 
reserves  and  the  estimated  liability  for  future  claims  costs.  The  Auditor  General  was  able  to 
report  in  all  other  cases  without  reservation  that  the  financial  statements  examined  present  fairly 
the  financial  position  of  each  of  the  entities  audited  at  March  31, 1979  (or  such  other  accounting 
period  ended  within  the  year  ended  March  31, 1979),  and  the  results  of  the  operations  of  each  for 
the  period  covered  by  the  statements  in  accordance  with  generally  accepted  accounting  princi- 
ples or  the  disclosed  basis  of  accounting. 

The  fact  that  there  were  so  few  reservations  of  opinion  by  the  Auditor  General  was  due,  in  some 
measure,  to  the  receptiveness  to  argument  and  the  general  cooperativeness  of  management  in 
dealing  with  points  raised  by  the  Audit  Office  during  the  course  of  the  audits. 

4.1 .6  In  the  remainder  of  this  section  of  the  report,  repeated  references  are  made  in  audit  observations 
and  recommendations,  and  in  management  letter  excerpts,  to  the  Treasury  Department's 
Accounting  and  Financial  Control  Manual.  This  manual  was  issued  by  the  Office  of  theController 
pursuant  to  section  13  of  The  Financial  Administration  Act,  1977,  under  which,  authority  has 
been  delegated  by  the  Provincial  Treasurer  to  prescribe  administrative  procedures  respecting 
financial  records  and  accounting  systems  and  the  receipt  and  disbursement  of  public  money. 
The  Accounting  and  Financial  Control  Manual  complements  the  Alberta  Financial  Information 
System  (A.F.I. S.)  User  Manual  which  is  designed  for  use  by  senior  administrators  and  financial 
officers  in  developing  an  overall  system  of  internal  control  for  their  departments. 
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4.2       LOSSES  AND  POTENTIAL  OR  POSSIBLE  LOSSES 

(Reported  pursuant  to  section  19(2)(a),  (b)  and  (c)  of  The  Auditor  General  Act) 

4.2.1  COMPENSATION  PAYMENT  FOR  FLOOD  DAMAGE 

The  regulations  (Order  in  Council  118974)  under  The  Disaster  Services  Act  governing  the 
assessment  of  damage  or  loss  caused  in  a  disaster  and  the  consequent  payment  of  compensa- 
tion by  the  Province  of  Alberta,  include  under  the  definition  of  eligible  costs:  "assistance  in  the 
restoration  of  small  businesses  where  the  owners'  livelihood  has  been  destroyed".  The  regula- 
tions define  a  small  business  as  one  "operated  as  the  primary  means  of  livelihood  of  the  owner". 

Audit  examination  of  a  selection  of  payments  under  these  regulations  revealed  one  instance 
where  a  Company  submitted  details  of  losses  for  damage  incurred  to  premises,  machinery  and 
customers'  goods  in  the  Edmonton  flood  of  July  11, 1978,  amounting  to  $73,858.  The  Company 
was  paid  $59,086  on  November  29, 1978,  which  is  80%  of  the  appraised  value  of  the  loss  andthe 
rate  of  compensation  for  eligible  losses  for  small  businesses. 

After  reviewing  the  losses  on  the  "Statement  of  Loss  and  Damage"  and  inquiring  into  the 
Company's  eligibility  for  compensation  as  a  small  business,  the  Audit  Office  concluded  that 
Alberta  Disaster  Services,  the  agency  responsible  for  administration  of  the  Act,  employed 
inadequate  procedures  in  evaluating  the  eligibility  of  the  Company.  During  the  inquiry,  a 
Company  official  stated  that  the  flooded  plant  did  not  provide  the  primary  source  of  income  for 
its  owners. 

It  is  the  opinion  of  the  Audit  Office  that  the  Company  was  not  a  small  business  as  defined  by  the 
regulations  and  therefore  no  compensation  should  have  been  paid  under  these  particular 
regulations. 

The  examination  also  indicated  that  Alberta  Disaster  Services  had  not  ensured  that  the  Company 
used  the  funds  for  the  purpose  intended,  which  was  to  restore  the  business.  Of  the  $59,086  paid, 
only  $4,849  could  be  evidenced  as  having  been  expended  to  repair  damage  to  premises  and 
machinery.  Moreover,  there  was  no  evidence  that  steps  were  taken  to  ensure  that  the  Company 
reimbursed  its  customers  for  items  owned  by  them  which  were  included  in  the  Statement  of 
Loss  and  Damage. 

Audit  examination  indicated  that  Alberta  Disaster  Services  paid  several  items,  included  by  the 
Company  in  the  Statement  of  Loss  and  Damage,  which  appearto  contravene  the  regulations  and 
guidelines  for  compensation  then  in  effect. 

It  should  be  noted  that  the  Company  was  required  only  to  describe  its  losses  in  the  Statement  of 
Loss  and  Damage,  and  was  not  required  to  certify  as  to  its  eligibility  under  the  regulations. 
However,  the  purpose  for  which  the  compensation  was  intended  was  described  in  a  letter  to  the 
Company  from  Alberta  Disaster  Services  as  "assistance  under  the  terms  of  The  Disaster  Services 
Act". 

Recommendations:  (No.  9  and  10) 

It  is  recommended  that  compensation  for  disaster  losses  pursuant  to  the  regulations  under  The 
Disaster  Services  Act  be  considered  conditional  grants  from  the  Government  of  Alberta  and 
subject  to  the  controls  recommended  for  conditional  grants  in  section  4.2.6  of  this  report. 

It  is  further  recommended  that  Alberta  Disaster  Services  take  steps  to  ensure  that  procedures 
are  strengthened  to  evaluate  eligibility  forcompensation  and  the  accuracy  of  items  included  on 
"Statements  of  Loss  and  Damage"  and  that  individuals  and  companies  compensated  are 
properly  informed  of  the  conditions  under  which  the  compensation  is  paid. 

4.2.2  FEDERAL  COST-SHARING  CLAIM 

During  an  examination  of  federal  cost-sharing  claims  at  the  Department  of  Social  Services  and 
Community  Health,  it  was  noted  that  a  claim  in  the  amount  of  $482,998  covering  three  years' 
costs  relating  to  Native  Counselling  Services  was  rejected  by  the  Attorney  General  of  Canada. 
The  rejection  was  for  the  stated  reason  that  claims  for  similar  costs  had  already  been  received 
from  the  Alberta  Department  of  the  Solicitor  General  and  had  been  settled  on  the  understanding 
that  they  were  final. 
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Upon  receipt  of  the  Attorney  General  of  Canada's  response,  the  Department  of  Social  Services 
and  Community  Health  discontinued  attempts  to  obtain  settlement  of  the  claim,  despite  its 
otherwise  apparent  legitimacy  under  a  Federal/Provincial  cost-sharing  agreement. 

In  a  management  letter  at  the  conclusion  of  the  audit  examination,  the  Audit  Office  reported  the 
above  circumstances  and  observed: 

"It  should  also  be  noted  that  more  timely  (ie.  annual)  submission  of  these  claims  would  have 
facilitated  an  earlier  resolution  of  this  problem  and  thereby  avoided  what  may  ultimately 
prove  to  be  a  loss  of  public  revenue." 

It  will  be  regrettable  if  $482,998  is  lost  to  the  Province  of  Alberta  as  a  result  of  the  tardiness  in 
submitting  claims  and  lack  of  tenacity  in  attempting  to  obtain  payment. 

Recommendation:  (No.  11) 

It  is  recommended  that  where  costs  eligible  for  cost-sharing  under  Federal/Provincial  or  other 
agreements  are  incurred  in  more  than  one  department  of  Government,  procedures  should  be 
established  to  ensure  adequate  liaison  when  submitting  claims. 

4.2.3  FEDERAL  SALES  TAX 

In  most  circumstances,  the  Province  of  Alberta  is  entitled  to  acquire  goods  for  its  own  use  and 
consumption  at  prices  exclusive  of  Government  of  Canada  sales  tax.  Situations  often  arise, 
however,  where  contractors  supply  or  use  materials  for  installation  or  construction  upon  which 
federal  sales  tax  has  been  paid  already.  When  this  happens,  by  Government  of  Canada  regula- 
tion, the  Province  of  Alberta  may  submit  a  claim  for  recovery  of  federal  sales  tax. 

During  a  review  of  construction  contract  control  procedures  in  two  government  departments,  it 
was  noted  that  claims  had  not  been  submitted  in  a  number  of  instances  where  federal  sales  tax 
was  reclaimable.  Following  recommendations  by  the  Audit  Office,  the  departments  concerned 
submitted  claims  which  have  resulted  in  substantial  refunds. 

The  following  are  extracts  from  management  letters  issued  at  the  conclusion  of  these  reviews: 
Environment: 

"All  contracts  presently  in  force  and  requiring  material  purchases  at  a  sales  tax  included 
price  should  be  amended  to: 

1.  Require  the  Contractor  to  supply  all  material  at  a  cost  excluding  sales  tax. 

2.  Remove  all  sections  of  the  contract  that  improperly  describe  the  method  of  recovering 
sales  tax  by  the  Department. 

Such  practices  should  be  followed  in  all  future  contracts." 
Housing  and  Public  Works:  (audit  to  December  31,  1978) 

"A  review  of  Federal  Sales  Tax  claims  indicated  that  no  claims  had  been  made  for  contracts 
completed  after  March  31, 1978.  There  was  also  no  management  review  of  claims  prepared 
(before  March  31,  1978)  by  the  claims  clerk.  In  addition,  the  policy  of  billing  on  an  interim 
basis  was  not  being  followed.  It  is  recommended  that  management  establish  procedures  to 
ensure  that  claims  are  properly  prepared,  reviewed  and  approved  on  a  timely  basis." 

It  was  generally  observed  that  financial  and  other  senior  management  officials  in  several 
departments  and  agencies  were  not  fully  conversant  with  federal  sales  tax  regulations,  nor  the 
significant  savings  in  expenditures  which  they  afford. 

Recommendation:  (No.  12) 

It  is  recommended  that  a  senior  official  in  the  Treasury  Department  be  assigned  the  task  of 
ensuring  that  Government  officials  in  departments  and  agencies  are  provided  with  information 
concerning  federal  sales  tax  regulations  and  their  implications,  and  should  further  be  responsi- 
ble for  monitoring  refund  claims  to  ensure  that  they  are  properly  and  promptly  submitted. 

4.2.4  FIXED  ASSETS 

Fixed  assets  purchased  by  Government  departments  are  charged  directly  to  appropriations  of 
the  General  Revenue  Fund.  In  other  words,  the  entire  cost  of  these  assets  is  expensed  in  the  fiscal 
year  of  acquisition.  One  consequence  of  this  accounting  treatment  is  that  ongoing  financial 
records  of  fixed  assets  are  not  normally  an  integral  part  of  the  accounting  system.  In  these 


36 


circumstances  it  is  necessary  to  have  additional  management  controls  in  place  to  ensure  that  all 
assets  acquired,  or  otherwise  administered,  are  adequately  safeguarded,  recorded  and 
accounted  for.  In  the  absence  of  these  controls,  management  cannot  provide  assurance  that 
fixed  assets  for  which  it  is  responsible  have  been  safeguarded  against  loss. 

In  recognition  of  the  need  to  provide  adequate  management  controls  over  fixed  assets,  section 
9.5.  of  Alberta  Treasury's  Accounting  and  Financial  Control  Manual  deals  with  this  subject  and 
represents  a  significant  extension  to  the  previously  required  controls.  Section  9.5.3  states  that: 

"a  fixed  asset  control  system's  primary  objective  is  to  ensure  protection  of  public  property 
and  to  ensure  that  management  achieves  efficient  utilization  of  fixed  assets." 

In  addition,  it  provides  a  framework  for  determining  whether  or  not  an  item  should  be  consi- 
dered a  fixed  asset  and  prescribes  extensive  guidelines  for  the  design  and  maintenance  of  fixed 
asset  recording  and  control  systems. 

Generally  speaking,  the  control  exercised  over  fixed  assets  and  the  quality  of  the  related  records 
in  most  Government  departments,  and  in  some  regulated  and  revolving  funds,  were  found  to  be 
less  than  satisfactory.  In  very  few  instances  was  it  observed  that  full  compliance  had  been 
achieved  with  the  guidelines  contained  in  the  Accounting  and  Financial  Control  Manual.  Furth- 
ermore, in  some  departments  insufficient  efforts  were  being  made  towards  timely  implementa- 
tion of  satisfactory  control  procedures. 

The  following  are  extracts  from  certain  management  letters  issued  at  the  conclusion  of  audits  in 
which  observations  and  recommendation  were  made  in  connection  with  inadequacies  in  fixed 
asset  controls  and  records: 

Advanced  Education  and  Manpower: 

Alberta  Vocational  Centre  —  Calgary: 

"The  fixed  asset  listing  for  the  Centre  was  inaccurate.  A  physical  inventory  of  fixed 
assets  should  be  taken  and  proper  accounting  records  established." 

Northern  Alberta  Institute  of  Technology: 

"As  previously  recommended,  periodic  random  test  counts  of  capital  assets  should  be 
undertaken,  in  addition  to  a  complete  annual  count,  with  all  discrepancies  investigated 
by  responsible  officials. 

I  would  also  again  recommend  that  consideration  be  given  to  the  allocation  of  general 
category  items  to  specific  departments  or  areas  and  the  use  of  identification  numbers 
on  all  capital  assets." 

Southern  Alberta  Institute  of  Technology: 

"As  previously  reported,  the  capital  asset  listings  have  not  been  reconciled  to  the 
records  of  the  Institute.  Consideration  should  be  given  to  deleting  all  minimal  value 
items  from  the  listings.  The  periodic  random  test  counts  of  capital  assets  should  be 
carried  out  by  persons  independent  of  the  physical  custody  of  the  assets." 

Attorney  General: 

"A  monetary  control  account  for  fixed  assets  has  not  been  maintained.  All  additions  and 
disposals  should  be  recorded  in  a  control  account  and  reconciled  to  subsidiary  asset 
accounts  on  a  regular  basis." 

Agriculture: 

"Previous  audit  recommendations  concerning  fixed  assets  were  not  fully  implemented. 
Department  officials  indicated  that  this  was  due  in  part  to  staff  turnover.  Further  detailed 
procedures  to  control  fixed  assets  have  been  discussed  and  agreed  with  the  Director  of 
Financial  Services." 

Business  Development  and  Tourism: 
The  Research  Council  of  Alberta: 

"Fixed  assets  acquired  by  the  Council  have  not  been  recorded  properly  nor  were  they 
subject  to  adequate  physical  control.  A  review  of  the  equipment  listings  maintained  by 
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the  Council  revealed  the  following  deficiencies: 

—  some  items  had  been  declared  surplus  but  not  deleted  from  the  listings, 

—  items  traded  in  as  part  payment  for  new  acquisitions  had  not  been  deleted  and  only 
the  net  cost  of  the  invoice  had  been  recorded, 

—  not  all  equipment  purchased  had  been  recorded.  In  some  cases,  only  the  first  item 
on  an  invoice  was  listed  and  the  total  cost  of  the  invoice  recorded  as  the  cost  of  that 
item, 

—  details  of  locations  and  serial  numbers  of  fixed  assets  had  not  been  included  in  the 
records, 

—  fixed  assets  had  not  been  identified  to  ensure  that  they  were  the  property  of  the 
Council. 

This  serious  deficiency  in  the  recording  and  control  over  fixed  assets  must  be  rectified 
as  quickly  as  possible.  It  is  recommended  that  a  proper  fixed  assets  ledger  be  estab- 
lished, all  equipment  be  properly  identified  and  that  periodic  counts  be  performed 
before  March  31,  1980." 

Consumer  and  Corporate  Affairs: 

"The  system  for  the  management  and  control  of  fixed  assets  was  not  considered  adequate 
inasmuch  as  no  control  account  had  been  established.  A  fixed  asset  control  account  should 
be  established  and  reconciled  at  least  annually  to  a  physical  count  of  assets." 

Culture: 

Jubilee  Auditoriums: 

"It  was  also  noted  that  fixed  asset  ledgers  were  not  maintained  for  assets  held  at  the 
auditoriums.  To  improve  control,  these  ledgers  should  be  maintained  in  a  current 
condition  and  periodic  test  counts  of  assets  on  hand  should  be  made  and  compared 
with  the  ledgers." 

Environment: 

"With  respect  to  concerns  raised  in  my  last  management  letter,  it  was  observed  that 
progress  had  been  made  towards  preparing  a  detailed  and  comprehensive  listing  of  fixed 
assets.  It  is  recommended  that  the  information  collected  be  processed  and  refined  without 
delay  into  a  record  which  can  satisfy  the  control  requirements  outlined  in  Chapter  9.5.3.  (d) 
of  the  Controller's  Accounting  and  Financial  Control  Manual.  A  program  of  periodic  physical 
counts  should  then  be  instituted  to  verify  and  maintain  the  accuracy  of  the  records." 

Hospitals  and  Medical  Care: 

"During  the  audit,  efforts  were  made  to  examine  certain  fixed  assets  previously  owned  by 
The  Alberta  Hospital  Services  Commission.  However,  because  of  reorganization  and  physic- 
al relocation,  it  was  not  possible  to  locate  a  number  of  items.  It  is  recommended  that  all  fixed 
assets  under  the  control  of  the  Department  be  clearly  identified  and  accounted  for  in 
accordance  with  the  provisions  of  the  Accounting  and  Financial  Control  Manual  issued  by 
Alberta  Treasury." 

Labour: 

Administrative  Services  Division: 

"To  ensure  that  fixed  assets  are  properly  recorded  and  safeguarded,  it  is  essential  that  a 
centralized  control  over  assets  be  established  and  proper  records  maintained.  This 
control  should  comply  with  the  recommendations  in  section  9.5  of  the  Accounting  and 
Financial  Control  Manual." 

Municipal  Affairs: 

Improvement  Districts'  Trust  Account: 

"Most  of  the  Trusts'  fixed  assets  have  been  shown  on  the  balance  sheet  at  a  nominal 
value  of  one  dollar.  While  an  accumulative  schedule  of  fixed  asset  acquisitions  has 
been  maintained,  it  has  not  been  adjusted  for  disposals  to  reflect  fixed  assets  currently 
owned.  Physical  and  financial  control  would  be  improved  significantly  by  a  complete 
physical  verification  of  all  fixed  assets  and  the  subsequent  preparation  and  mainte- 
nance of  a  record  by  location  of  all  assets  on  hand.  An  outline  of  the  minimum  control 
features  for  such  a  system  is  contained  in  Chapter  9.5  of  Treasury  Department's 


38 


Accounting  and  Financial  Control  Manual.  Establishment  of  these  records  would  great- 
ly facilitate  Management's  stated  future  intention  of  including  fixed  assets  at  cost  or 
depreciated  value  on  the  Trust  Account's  balance  sheet." 

Recreation,  Parks  and  Wildlife: 

"The  fixed  asset  records  maintained  by  the  Department  were  not  adequate  for  effective 
management  and  control  of  assets.  Instances  were  noted  of  differences  between  the  records 
and  actual  assets  on  hand,  assets  with  incorrect  values  or  no  value  at  all  and  other  discrepan- 
cies which  preclude  proper  identification  and  control.  Many  of  the  problems  originated  at 
the  time  of  the  transfer  of  the  Provincial  Parks  Division  from  the  Department  of  Energy  and 
Natural  Resources.  A  concerted  effort  is  required  to  upgrade  the  fixed  asset  control  system 
to  ensure  protection  and  efficient  utilization  of  fixed  assets." 

Social  Services  and  Community  Health: 
Alberta  Hospital  —  Ponoka: 

"The  control  and  financial  recording  of  fixed  assets  was  not  considered  satisfactory.  In 
particular,  the  listings  of  fixed  asset  additions  were  incomplete  and  did  not  agree  with 
the  AFIS  6040  reports.  Also  disposals  were  not  always  properly  documented  and  some 
had  not  been  removed  from  the  fixed  asset  listings.  Physical  verification  of  assets  was 
also  difficult  because  the  register  did  not  indicate  the  location  of  the  assets.  For  control 
purposes,  fixed  asset  records  should  be  maintained  properly  in  a  current  condition  and 
test  counts  of  assets  should  be  performed  periodically." 

Transportation: 

"Fixed  asset  records  were  considered  inadequate  inasmuch  as  schedules  previously  sub- 
mitted to  this  Office  were  not  in  agreement  with  departmental  records  and  references  to 
large  volumes  of  "obsolete"  equipment  were  unexplained. 

It  is  the  responsibility  of  the  Department  to  maintain  timely  and  accurate  fixed  asset  records 
and  to  arrange  for  disposal  of  surplus  items  through  the  Surplus  Sales  Branch  of  the 
Department  of  Government  Services." 

Recommendations:  (No.  13  and  14) 

In  view  of  the  large  and  increasing  volume  (and  value)  of  fixed  assets  administered  by  the 
Provincial  Government,  it  is  urgent  that  improvements  are  made  to  many  of  the  systems 
currently  in  place  to  ensure  adequate  control  and  safeguards.  Every  effort  should  be  made,  as 
soon  as  possible,  to  implement  systems  which  comply  with  the  guidelines  contained  in  section 
9.5.  of  the  Treasury  Department's  Accounting  and  Financial  Control  Manual. 

It  is  also  recommended  that  the  Office  of  the  Controller  review  section  9.5.2  of  the  Accounting 
and  Financial  Control  Manual  which  defines  fixed  assets,  inter  alia,  as  ".  .  .public  property  that 
cost  in  excess  of  $100.  .  .". 

Consideration  should  be  given  to  increasing  this  figure.  This  recommendation  does  not  apply  to 
assets  described  as  ".  .  .  considered  targets  for  pilferage  or  readily  convertible  into  cash." 

A  number  of  provincial  agencies  are  specifically  exempted  from  provisions  of  The  Financial 
Administration  Act,  1977.  Accordingly,  these  agencies  are  not  legally  required  to  adhere  to  the 
guidelines  contained  in  the  Treasury  Department's  Accounting  and  Financial  Control  Manual. 
Nevertheless,  the  principles  of  accounting  and  internal  control  embodied  in  the  Manual,  which 
relate  to  fixed  assets,  are  equally  applicable  to  these  agencies.  Audit  examinations  of  the 
accounting  records  and  systems  of  these  agencies  revealed  a  number  of  instances  where 
procedures  in  use  to  control  and  safeguard  fixed  assets  were  not  considered  wholly  adequate. 
These  are  being  followed-up  in  the  1979-80  fiscal  year  and  will  receive  specific  comment  in  the 
Auditor  General's  report  for  that  year. 

Recommendation:  (No.  15) 

All  provincial  agencies  and  regulated  funds  which  are  not  currently  subject  to  the  Treasury 
Department's  Accounting  and  Financial  Control  Manual,  excepting  those  which  have  already 
done  so,  should  design,  implement  and  document  procedures  to  adequately  record,  account  for 
and  safeguard  all  fixed  assets  under  their  custodianship.  The  principles  contained  in  section  9.5. 
of  the  Treasury  Department's  Manual  could  be  used  as  a  guide  in  designing  such  procedures. 
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4.2.5  GOVERNMENT  LONG  DISTANCE  TELEPHONE  SERVICE 

The  Department  of  Housing  and  Public  Works  has  contracted  with  The  Alberta  Government 
Telephones  Commission  (A.G.T.)  forthe  provision  of  Wide  Area  Telephone  Service  (W.A.T.S.)  to 
government  employees  on  the  Edmonton  427  exchange.  This  service  provides  out-of-province 
toll  free  long  distance  calling  to  any  location  in  Canada  and  is  available  24  hours  a  day,  7  days  a 
week. 

An  investigation  of  the  telephone  traffic  records  maintained  by  the  system  was  performed  by  the 
Audit  Office.  It  revealed  that  many  calls  had  been  made  to  destinations  within  the  Province  of 
Alberta  instead  of  using  the  Government's  Regional  Information  Telephone  Enquiries  System 
(R.I.T.E.).  Furthermore,  a  number  of  calls  were  noted  to  destinations  in  the  United  States,  which 
calls  were  the  subject  of  additional  charges  to  the  Department  of  Housing  and  Public  Works  over 
and  above  the  normal  months'  W.A.T.S.  rentals. 

It  was  also  observed  that  a  number  of  calls,  some  of  up  to  three  hours  in  duration,  were  made 
using  W.A.T.S.  at  weekends,  or  otherwise  outside  normal  working  hours.  Often  these  calls  were 
to  residential  or  non-business  locations  in  communities  where  it  is  considered  somewhat 
unlikely  that  anyone  would  be  involved  in  Government  business.  For  example,  it  was  noted  that 
a  number  of  lengthy  telephone  calls  had  been  made  to  a  private  residence  in  Fogo,  Newfound- 
land. Because  W.A.T.S.  does  not  record  the  number  of  the  telephone  from  which  the  calls 
originated,  it  has  not  been  possible,  in  most  instances,  to  determine  who  placed  these  calls,  from 
where  or  for  what  purpose.  To  the  extent  that  these  calls  may  cause  the  total  W.A.T.S.  usage  to 
exceed  the  maximum  flat  rate  hours  allowed,  they  would  contribute  to  rental  surcharges 
payable  by  the  Department  of  Housing  and  Public  Works. 

One  consequence  of  lengthy  (and  possibly  private)  telephone  calls  during  working  hours  is  that 
employees  wishing  to  use  the  W.A.T.S.  facility  on  legitimate  business  frequently  find  that  all 
lines  are  busy.  In  such  circumstances,  after  many  fruitless  and  time  consuming  attempts  to  use 
W.A.T.S.,  it  appears  from  the  evidence  of  telephone  billings  that  in  frustration  they  revert  to 
using  the  standard  long  distance  service  and  incur  additional  charges,  thereby  foregoing  the 
advantages  of  W.A.T.S. 

Since  August  1978,  each  of  the  ten  W.A.T.S.  lines  was  billed  monthly  at  a  minimum  rate  of 
$3,715.00  for  usage  up  to  160  hours.  A.G.T.  then  charged  the  Department  of  Housing  and  Public 
Works  a  premium  equivalent  to  $16.75  per  hour  for  utilization  of  a  line  beyond  160  hours. 
Because  the  rotary  system  attempted  to  utilize  the  lines  in  the  same  sequence  each  time  calls 
were  placed,  the  first  lines  carried  the  majority  of  calls  when  activity  was  light  and  the  last  lines 
only  carried  calls  when  all  other  lines  were  busy.  This  frequently  resulted  in  the  Department 
bearing  surcharges  for  the  first  lines,  even  though  total  monthly  usage  was  less  than  1600  hours. 

Following  a  report  from  the  Audit  Office  to  the  Department  of  Housing  and  Public  Works,  A.G.T. 
changed  its  billing  practices  so  that  surcharges  are  only  made  when  the  total  monthly  usage 
exceeds  1600  hours.  This  change  was  implemented  retroactively  to  August  1978  which  resulted 
in  a  refund  of  surcharges  to  the  Department  in  the  amount  of  $2,596.  In  addition,  system  changes 
were  made  which  prevented  the  W.A.T.S.  lines  being  used  forcallsto  destinations  within  Alberta 
or  outside  of  Canada.  The  Department  has  since  initiated  steps  to  obtain,  in  future,  information 
concerning  the  origin  of  all  W.A.T.S.  calls. 

Recommendation:  (No.  16) 

It  is  recommended  that  implementation  of  a  system  to  provide  information  regarding  the 
telephone  numbers  from  which  all  W.A.T.S.  calls  originate  be  expedited.  The  information 
provided  can  then  be  utilized  by  the  Department  of  Housing  and  Public  Works  as  a  basis  for 
monitoring  procedures  designed  to  prevent  abuse  of  the  W.A.T.S.  facility  and  the  resultant 
wastage  of  time  and  public  money. 

4.2.6  GRANT  PAYMENTS 

In  1975,  the  Provincial  Auditor  issued  a  special  report  following  an  investigation  into  grant 
payments  by  the  Office  of  Special  Programmes  in  the  Department  of  Culture.  Since  that  time, 
considerable  improvements  have  been  observed,  in  all  departments  of  Government,  in  proce- 
dures to  process  and  control  grant  payments.  However,  some  areas  of  concern  still  persist.  In 
particular,  scope  exists  for  improvement  in  procedures  employed  to  follow-up  and  monitor 
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conditional  grants.  These  grants  are  made  pursuant  to  agreements  which  stipulate  that  the 
recipient  shall  apply  the  funds  received  in  a  specified  manner,  shall  fulfill  certain  conditions  or,  in 
some  instances,  shall  refund  unexpended  monies  to  the  Province. 

Some  conditional  grant  agreements  allow  officials  of  the  donor  departments  access  to  the 
records  of  the  grantee.  In  this  way,  the  department  can  verify  that  grant  monies  have  been  used 
for  the  purpose  for  which  they  were  intended.  In  this  regard,  it  must  be  remembered  that  once 
grant  monies  are  in  the  hands  of  the  recipient,  they  cease  to  be  public  funds  and  are  thus  beyond 
the  authority  of  The  Financial  Administration  Act,  1977  and  The  Auditor  General  Act. 

In  relatively  few  instances  has  it  been  observed  that  departments  of  Government  have  exercised 
their  right  of  access  to  the  records  of  the  grantee.  In  most  cases,  departments  have  preferred  to 
rely  on  assurances  from  recipients  that  all  terms  and  conditions  of  the  grant  agreement  have 
been  complied  with. 

At  the  present  time,  although  some  departments  have  reserved  the  right  of  access  to  and  audit  of 
records  of  recipients  of  conditional  grants,  the  grant  agreements  do  not  often  extend  that  rightto 
the  Auditor  General.  In  very  few  cases  is  the  right  specifically  extended  to  the  Provincial 
Treasurer. 

The  following  are  extracts  from  certain  management  letters  issued  at  the  conclusion  of  audits  in 
which  observations  and  recommendations  were  made  in  connection  with  grant  payment  pro- 
cessing and  control  procedures: 

Advanced  Education: 

Students  Finance  Board: 

"Control  of  outstanding  conditional  grants  was  inadequate  as  only  known  defaulters 
were  recorded  as  accounts  receivable.  It  is  recommended  that  all  conditional  grants  be 
recorded  as  accounts  receivable  with  credits  being  applied  as  conditions  are  fulfilled." 

Agriculture: 

"It  was  noted  that  grant  expenditures  by  category  did  not  relate  to  amounts  approved  in  the 
programme  estimates.  This  was  due  to  inconsistencies  in  the  classification  and  coding  of 
grant  payments.  The  Department  should  ensure  that  grant  payments  are  consistently  coded 
to  the  categories  provided  by  the  estimates. 

Instances  were  noted  where  there  was  no  evidence  of  follow-up  of  grant  payments  to  ensure 
that  such  funds  were  used  for  the  purposes  for  which  they  had  originally  been  intended. 
Proper  follow-up  procedures  should  be  implemented  and  work  performed  should  be  fully 
documented  in  relevant  grant  files." 

Environment: 

"Several  mathematical  errors  were  noted  in  the  calculations  of  grants  payable,  particularly 
in  those  payable  under  the  Alberta  Municipal  Waterworks  and  Sewerage  Assistance  Pro- 
grams. Furthermore,  it  was  observed  that  the  files  maintained  to  support  these  payments 
were  often  inaccurate,  incomplete  or  inadequate  in  other  respects.  For  example,  numerous 
files  were  examined  which  contained  the  following  deficiencies: 

(i)  no  official  grant  application  or  an  application  which  was  not  signed, 

(ii)  no  compliance  or  completion  certificate, 

(iii)  incomplete  or  no  documentation  to  support  costs, 

(iv)  no  copy  of  the  grant  agreement, 

(v)  inaccurate  population  data. 

In  some  cases,  the  lack  of  data  on  the  files  appeared  to  have  contributed  to  errors  in  the  grant 
calculations,  while  in  others  there  was  insufficient  data  to  enable  audit  staff  to  satisfactorily 
verify  the  amount  of  the  grant. 

It  is  acknowledged  that  the  legislative  requirement  to  approve  these  grants  is  a  Ministerial 
Order  and,  in  this  respect,  the  Department  achieved  full  compliance  for  all  grants  examined. 
Nevertheless,  it  is  suggested  that  the  Department  should  ensure  that  all  grants  are  accurate- 
ly calculated  and  adequately  supported  in  accordance  with  its  own  established  procedures, 
prior  to  seeking  Ministerial  approval  for  payment." 
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Social  Services  and  Community  Health: 

"The  following  weaknesses  and  deficiencies  were  noted  in  the  Preventive  Social  Services 
program  project  management  controls: 

a)  Audited  financial  statements  were  not  always  received  from  grant  recipients. 

b)  No  official  documentation  was  available  to  enable  staff  to  determine  the  eligibility  for 
Federal  cost  sharing  of  program  expenditures. 

c)  Several  significant  errors  were  noted  in  the  claims  prepared. 

d)  There  was  no  evidence  that  the  Department's  officials  had  reviewed  Form  C  and 
supporting  financial  statements  submitted  by  grant  recipients.  Space  had  been  pro- 
vided on  Form  C  for  authorized  review  and  signature  but  none  of  those  examined  had 
been  signed. 

It  is  recommended  that  definitive  procedures  should  be  established  and  implemented  to 
improve  management  control  under  this  program." 
Recommendations:  (No.  17  and  18) 

It  is  recommended  that  in  addition  to  improving,  where  necessary,  control  over  the  processing 
and  payment  of  grants,  departments  and  agencies  should  make  more  use  of  their  rights  to 
pursue  conditional  grants  into  the  recipients'  records  to  ensure  that  they  are  used  for  the 
purposes  intended. 

It  is  also  recommended  that,  through  appropriate  provisions  in  all  conditional  grantagreements, 
the  right  of  access,  inspection  and  audit  of  the  records  of  all  conditional  grant  recipients  be 
specifically  extended  to  both  the  Provincial  Treasurer  (Office  of  the  Controller)  and  the  Auditor 
General.  This  right  may  be  invoked  on  a  discretionary  basis,  either  on  a  sample  basis  or  where 
the  Controller  or  the  Auditor  General  has  grounds  for  suspicion  that  grant  monies  are  not  being 
used  in  compliance  with  the  terms  of  the  grant  agreement. 

4.2.7  INCORRECT  PROGRAM  CHARGES 

During  audit  examination  of  expenditure  transactions  atthe  Department  of  the  SolicitorGeneral, 
it  was  noted  that  certain  payments  towards  the  end  of  the  1 978-79  fiscal  year  had  been  coded  and 
charged  to  a  program  to  which  the  expenditure  did  not  relate.  Further  detailed  investigation 
identified  a  large  number  of  payments  totalling  $152,528  which  had  been  charged  to  the 
incorrect  supply  vote  appropriated  under  the  authority  of  The  Appropriation  Act,  1 978.  Most  of 
these  payments  were  in  respect  of  Departmental  Support  Services,  yet  they  had  been  charged  to 
the  Edmonton  Remand  Centre  which,  because  it  was  not  then  operational,  had  excess  funds 
available. 

It  would  appear  that  these  payments  were  deliberately  charged  to  the  wrong  program  when  the 
programs  to  which  they  should  have  been  charged  had  insufficient  appropriated  funds  avail- 
able. This  represented  an  attempt  to  use  improperly  funds  appropriated  by  the  Legislative 
Assembly,  and  had  it  remained  uncorrected,  would  have  resulted  in  mis-statement  of  the 
Department's  program  delivery  costs  in  the  Public  Accounts. 

The  Department  of  the  Solicitor  General,  upon  having  this  situation  drawn  to  its  attention  bythe 
Audit  Office,  took  appropriate  corrective  action  and,  subsequently,  has  taken  steps  to  prevent  a 
recurrence  of  this  practice. 

4.2.8  OVERTIME  PAYMENTS  —  FORT  SASKATCHEWAN  CORRECTIONAL  INSTITUTION 

A  review  by  the  Audit  Office  of  accounting  and  management  control  systems  at  the  Fort 
Saskatchewan  Correctional  Institution  revealed  serious  deficiencies  in  procedures  employed  to 
process  overtime  payments  for  correction  officers.  Instances  were  noted  where  these  proce- 
dural deficiencies  had  contributed  to  under  and  over  payments  of  overtime  to  some  officers. 
Following  meetings  with  representatives  of  the  Audit  Office,  the  Institution's  management 
commenced  a  full  examination  to  establish,  from  the  available  information,  the  correctness,  or 
otherwise,  of  all  overtime  payments  to  correction  officers  since  January  1,  1978.  In  addition, 
steps  are  being  taken  to  eliminate  the  procedural  deficiencies  identified. 

While  reviewing  the  amount  of  overtime  paid  to  correction  officers  during  the  year  ended 
December  31,  1978,  the  following  was  observed: 
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(i)  57  out  of  a  total  of  173  correction  officers  received  approximately  $478,000  of  a  total  of 
aproximately  $709,000  overtime  paid.  Put  another  way,  33%  of  the  officers  received  67%  of 
the  overtime  paid, 

(ii)  instances  were  observed  where,  during  sixteen  day  periods,  correction  officers  reported 
working  up  to  two  and  a  half  times  their  normal  total  scheduled  hours.  One  officer  reported 
working  for  82  days  without  a  day  off, 

(iii)  the  gross  annual  remuneration  of  one  correction  officer  exceeded  the  gross  annual  remun- 
eration of  each  of  his  supervisors  with  the  exception  of  the  Assistant  Deputy  Minister  of  the 
Correctional  Services  Division. 

The  above  situations  indicate  practices  contrary  to  the  policy  guidelines  for  payment  contained 
in  Section  H1  of  the  Regulations  Governing  Personnel  Administration  and  Management  pur- 
suant to  The  Public  Service  Act,  which  state  the  following: 

"While  overtime  should  be  assigned  to  those  employees  who  are  best  able  to  complete  the 
work,  care  should  be  taken  to  ensure  that  extra  hours  are  distributed  among  all  qualified  and 
eligible  employees  so  that  individuals  are  neither  penalized  with  excessive  overtime  nor 
given  the  opportunity  to  unduly  augment  their  income." 

"A  reasonable  differential  in  salary  should  exist  between  the  total  earnings  of  a  supervisor 
and  an  employee  under  his  direction  regardless  of  whether  or  not  both  are  working  over- 
time, and  where  an  employee's  earnings  regularly  approach  or  exceed  those  of  his  super- 
visors, the  matter  should  be  reported  to  the  Public  Service  Commissioner  together  with  a 
recommended  solution." 

Management  has  stated  that  staff  shortages  have  rendered  it  impossible  to  comply  with  all 
policy  guidelines  with  respect  to  correction  officers  at  the  Fort  Saskatchewan  Correctional 
Institution  for  the  past  several  years.  Also,  since  a  correction  officer's  duties  result  in  a  high 
degree  of  personal  stress,  management  prefers  that  if  overtime  must  be  worked,  that  it  be 
worked  voluntarily.  This  preference  resulted  in  a  comparatively  small  proportion  of  officers 
earning  a  disproportionately  large  amount  of  the  overtime  during  the  year  ended  December  31, 
1978. 

Recommendation:  (No.  19) 

It  is  recommended  that  the  Department  of  the  Solicitor  General  inform  the  Public  Service 
Commissioner  of  its  inability  to  comply,  at  the  Fort  Saskatchewan  Correctional  Institution,  with 
all  requirements  of  Section  H1  of  the  Regulation  Governing  Personnel  Administration  and 
Management,  with  a  view  to  obtaining  appropriate  dispensations. 

4.2.9     REALTY  AND  ACCOMMODATION 

A  detailed  examination  was  begun  in  October  1978  of  the  Realty  and  Accommodation  Division  of 
the  Department  of  Housing  and  Public  Works.  The  results  of  this  examination  were  reported  to 
the  Department  in  late  1979.  The  examination  encompassed  the  lease  agreements  in  force,  the 
procedures  to  acquire  leased  space,  the  record  of  negotiations  with  landlords  leading  to  an 
agreement,  the  development  of  the  space  and  subsequent  dealings  and  the  payments  to  and 
receipts  from  the  landlord  required  under  the  lease. 

The  examination  disclosed  numerous  instances  where  management  control  systems  and  proce- 
dures were  absent  or  inadequate.  These  matters,  which  are  reportable  under  section  19(2)(d)  of 
The  Auditor  General  Act,  were  reported  to  senior  department  officials  together  with  recom- 
mended improvements  to  departmental  controls  and  procedures.  The  Department  has  agreed 
to  these  recommendations  and  has  since  reorganized  the  Realty  and  Accommodation  Division, 
engaged  new  supervisory  staff,  introduced  new  procedures,  adopted  a  standard  lease  form  and 
implemented  the  majority  of  other  recommendations  of  the  Audit  Office  with  respect  to  the 
above.  As  part  of  these  recommendations,  the  Division  is  systematically  reviewing  all  existing 
leases  with  a  view  to  detecting  any  overpayments  or  errors.  This  review  detected  a  number  of 
overpayments  and  instances  in  which  amounts  due  had  not  been  collected.  Subsequently, 
collection  was  effected  or  necessary  adjustments  made  to  rent  due.  Instances  were  also  revealed 
where  escalated  operating  costs  had  been  calculated  incorrectly  and  adjustment  claims  were 
submitted  to  landlords  in  respect  of  these.  Up  to  August  1979,  the  Division's  review  and  recovery 
efforts  had  resulted  in  recoveries  in  excess  of  $600,000. 
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The  Department  of  Housing  and  Public  Works  is  to  be  commended  on  the  prompt  action  taken  in 
implementing  the  recommendations  of  the  Audit  Office,  devising  improved  management  proce- 
dures and  attempting  to  minimize  revenue  losses  resulting  from  the  previously  inadequate 
systems  and  procedures.  Not  all  losses  or  overpayments  were  recoverable,  however,  as  indi- 
cated by  the  following  example: 

The  Department  of  Housing  and  Public  Works,  as  tenant,  frequently  obtains  space  by  leasing 
office  or  other  accommodation  under  lease  agreements,  which  require  payment  of  a  fixed  rent 
plus  escalated  operating  costs.  Escalated  operating  costs  are  calculated  in  accordance  with  the 
terms  of  the  lease  agreements  but,  typically,  the  intention  is  that  they  are  the  amount  by  which 
the  operating  and  servicing  costs  of  the  building  incurred  by  the  landlord  exceed  the  costs 
incurred  during  the  tenant's  first  year  of  occupancy  (referred  to  as  the  base  year). 

It  was  noted,  however,  that  in  some  lease  agreements  prepared  and  entered  into  by  the 
Department,  the  definition  of  the  base  year  was  not  always  clear.  One  instance  was  observed 
where  a  landlord  contended  that  the  lease  agreement  intended  that  the  base  year  be  the  first  year 
during  which  rent  was  paid,  rather  than  the  first  year  of  occupancy.  In  this  case,  a  considerable 
period  of  time  elapsed  between  the  first  payment  of  rent  and  the  date  of  occupancy.  During  the 
unoccupied  period,  services  were  not  provided  to  the  same  extent  as  those  required  after 
occupancy,  thereby  resulting  in  a  substantial  reduction  in  base  year  costs.  Consequently, 
escalated  operating  costs  for  subsequent  years  were  considerably  higherthan  should  havebeen 
anticipated  by  the  Department.  Had  the  Department  paid  escalated  operating  costs  only  in 
excess  of  the  costs  for  the  first  full  year  of  occupancy,  it  is  estimated  that  the  charge  would  have 
been  $165,000  lower  for  the  three  year  period  ended  December  31,  1977.  The  lease  expired 
November  1, 1979  and  the  Department  will  have  additional  inflated  escalated  operating  coststo 
pay  until  this  date. 

The  Audit  Office  and  the  Department  asked  the  Alberta  Attorney  General's  Office  to  clarify  the 
interpretation  of  base  year  costs  with  respect  to  this  lease.  The  Attorney  General  advised  that  as 
the  Department  apparently  had  paid  its  share  of  the  escalated  operating  costs  to  the  landlord 
without  question,  it  had  thereby  accepted  the  landlord's  interpretation  of  the  lease  and  nothing 
would  be  gained  from  pursuing  the  landlord  for  an  adjustment  of  prior  payments  for  escalated 
operating  costs. 

4.2.10  SALARY  PAYROLL 

The  salary  payroll  system  of  the  Province  of  Alberta  processes  payments  and  maintains  records 
for  nearly  30,000  salaried  public  servants  employed  throughout  Alberta.  The  system  processes 
payments  totalling  approximately  $500  million  annually.  During  an  examination  by  the  Audit 
Office  of  salary  payroll  transactions  for  the  year  ended  March  31,  1979  the  following  instances 
were  observed  of  failure  to  comply  with  governing  legislation  or  regulations  thereunder,  and  of 
regulations  which  could  be  interpreted  in  more  than  one  way. 

Overtime  Payments: 

Section  17.08  of  the  Master  Agreement  between  the  Government  of  the  Province  of  Alberta  and 
the  Alberta  Union  of  Provincial  Employees  dated  September  29,  1978  provides  that  "overtime 
pay  shall  be  calculated  from  the  annual  salary  rate  in  effect  at  the  time  overtime  is  worked 
regardless  of  any  subsequent  retroactive  change  in  that  rate."  Section  17.08  applies  to  all 
employees  entitled  to  overtime  pay  regardless  of  union  membership  or  the  reason  for  the 
change  of  salary  rate. 

An  examination  of  payments  made  in  December  1978  for  overtime  worked  in  November  1978 
and  prior  months  revealed  that  in  every  case  the  rate  of  pay  used  was  not  the  rate  in  effect  atthe 
time  the  overtime  was  worked,  as  required  pursuant  to  Section  17.08,  but  at  increased  rates 
approved  subsequent  to  November  30  and  retroactive  to  April  1,  1978. 

A  sample  of  35  payments  in  18  government  departments,  selected  on  the  basis  of  those 
employees  who  had  worked  a  substantial  number  of  overtime  hours,  revealed  overpayments  of 
$1,882  out  of  a  total  of  $28,953  in  overtime  paid.  The  matter  was  brought  to  the  attention  of  the 
Controller  in  December  1979. 
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Recommendation:  (No.  20) 

It  is  recommended  that  where  employees  receive  salary  increases,  the  departments  in  which 
they  are  employed  should  ensure  that  overtime  subsequently  paid  relating  to  hours  worked 
prior  to  the  salary  increase,  is  paid  based  on  pre-increase  salary  rates. 

Payments  in  Lieu  of  Overtime: 

Article  5  of  an  agreement  between  the  Alberta  Union  of  Provincial  Employees  and  the  Govern- 
ment of  the  Province  of  Alberta  dated  December  18,  1978,  requires  that  where  the  normal  hours 
of  work  of  employees  of  the  Natural  Resources  Conservation  Services  (Bargaining  Division  5) 
are  not  continuously  controlled  (supervised)  on  a  daily  basis,  each  employee  shall  be  paid  a 
salary  rate  which  is,  in  lieu  of  overtime,  four  grades  higher  than  the  normal  rate  for  his  class  (five 
grades  effective  December  1,  1978). 

An  examination  of  salary  expenditures,  revealed  that  Division  5  employees  were  receiving  the 
premium  or  higher  grade  pay  during  periods  of  annual  vacation,  official  holidays,  casual  illness 
and  temporary  absences. 

The  Department  of  Energy  and  Natural  Resources  and  the  Department  of  Recreation,  Parks  and 
Wildlife,  which  together  employ  the  majority  of  the  Division  5  employees,  have  stated  that  as 
there  was  no  specific  provision  in  the  agreement  for  reduction  in  pay  during  leave  absences, 
compensation  should  continue  at  the  higher  grade. 

The  examination  also  revealed  that  the  Department  of  Recreation,  Parks  and  Wildlife  pays 
Division  5  employees,  once  designated  as  working  uncontrolled  hours,  at  the  higher  rate  even 
though  on  some  days  the  employees'  hours  of  work  may  be  continuously  controlled.  The 
Department  decided  that  once  a  Division  5  employee  fills  a  position  that  has  been  designated  as 
'not  continuously  controlled  on  a  daily  basis'  the  employee  should  continue  to  receive  the  higher 
grade  pay  during  controlled  hours. 

These  matters  have  been  brought  to  the  attention  of  the  Public  Service  Commissioner  who  has 
stated  that  the  wording  of  the  agreement  is  not  clear  and  that  there  is,  therefore,  a  need  for  a 
common  understanding  between  his  office,  the  Treasury  Department  and  those  departments 
having  Division  5  employees  in  order  to  ensure  consistent  application  of  the  terms  of  the 
agreement. 

Recommendations:  (No.  21  and  22) 

It  is  recommended  that  for  all  agreements  between  the  Alberta  Union  of  Provincial  Employees 
and  the  Government  of  the  Province  of  Alberta,  the  Public  Service  Commissioner  should  issue 
detailed  instructions  to  departments  covering  new  or  revised  terms  and,  in  turn,  the  depart- 
ments should  refer  to  the  Public  Service  Commissioner  for  direction  on  problems  encountered  in 
the  application  of  those  instructions. 

It  is  recommended  that  for  Bargaining  Division  5  employees  who  receive  higher  grade  pay  in  lieu 
of  overtime  where  their  normal  hours  of  work  are  not  continuously  controlled  on  a  daily  basis, 
the  Public  Service  Commissioner  should  issue  a  ruling  as  to  whether  leave  absences  or  brief 
periods  in  controlled  conditions  qualify  for  the  higher  grade  pay. 

Pension  Contributions: 

The  Pension  Statutes  Amendment  Act,  1976  effective  April  1, 1976,  adds  the  following  section  to 
The  Public  Service  Pension  Act. 

"41.  Notwithstanding  any  other  provision  of  this  Act,  where  a  married  woman 

(a)  commenced  her  employment  with  the  Government  prior  to  July  1,  1976,  and 

(b)  did  not  apply  before  that  date  to  be  included  in  the  operation  of  this  Act, 

she  shall  not  be  included  in  the  operation  of  this  Act  unless  she  makes  application  to  the 
Board  to  be  so  included." 

During  a  review  by  the  Audit  Office  of  1978-79  payrolls,  instances  were  observed  where  the 
Department  of  Social  Services  and  Community  Health  failed  to  deduct  pension  contributions 
from  salaries  paid  to  married  female  employees  who  had  applied  for  inclusion  in  the  operation  of 
the  Public  Service  Pension  Act  under  the  terms  of  Section  41. 
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Section  5  of  The  Public  Service  Pension  Act  provides  that  "every  employee  shall  make  contribu- 
tions ...  to  the  General  Revenue  Fund."  Included  in  the  Act's  definition  of  an  employee  is  "any 
person  employed  on  a  full  time  continuous  basis  for  a  minimum  average  of  30  hours  per  week 
throughout  each  year  by  the  government." 

The  review  by  the  Audit  Office  of  the  1 978-79  payroll  revealed  instances  where  the  Departments 
of  Energy  and  Natural  Resources  and  Agriculture  failed  to  deduct  pension  contributions  from 
salaries  paid  to  individuals  following  a  transfer  to  full  time  continuous  employment  from 
seasonal,  sessional  or  part-time  service. 

In  both  types  of  instances  the  errors  were  due  to  inadequate  procedures  existing  within  the 
Departments  resulting  in  failure  to  initiate  the  appropriate  input  documentation.  These  deficien- 
cies have  been  brought  to  the  attention  of  the  government  departments  concerned  and  the 
Payroll  Administration  Division  of  the  Office  of  the  Controller. 

Recommendation:  (No.  23) 

It  is  recommended  that  all  departments  review  procedures  in  operation  with  regard  to  employee 
pension  contributions  and,  where  necessary,  implement  procedural  changes  to  ensure  that 
correct  employee  pension  contributions  are  deducted  in  all  cases. 

4.2.11   TRAVELLING  EXPENSES 

The  Government  Subsistence  and  Travelling  Allowance  Regulation  states: 

"It  isthe  policy  of  the  Governmentto  pay  personal  and  othertravelling  expenses  necessarily 
incurred  by  employees  in  the  performance  of  their  duties.  Employees  are  neither  asked  to 
subsidize  the  cost  of  Government  nor  invited  to  indulge  themselves  at  public  expense." 

During  the  course  of  a  cross-Government  examination  of  subsistence  and  travelling  expenses, 
several  instances  were  noted  where  amounts  reimbursed  did  not  appear  to  comply  with  the 
spirit  of  the  above  stated  policy.  Government  employees  travelling  together  occasionally 
submitted  widely  divergent  claims  for  meals  and  other  expenses.  While  there  is  little  doubt  that 
items  claimed  represented  actual  costs  incurred,  some  are  considered  to  be  for  amounts  in 
excess  of  what  would  appear  prudent  and  reasonable.  Instances  were  also  noted  where 
departments  had  failed  to  comply  with  the  requirements  that  Deputy  Minister  approval  must  be 
obtained  for  first  class  air  travel. 

Recommendation:  (No.  24) 

It  is  recommended  that  those  departments,  which  have  not  already  done  so,  should  develop 
and  implement  guidelines  and  supporting  procedures  which  reflect  the  Government's  stated 
policy  on  reimbursable  subsistence  and  travelling  expenses,  to  ensure  that  excessive  expendi- 
tures of  public  funds  do  not  occur.  In  particular,  care  should  be  taken  to  acquaint  Government 
employees  with  the  practice  of  many  hotels  which,  when  requested,  allow  a  special  discounted 
government  per  diem  rate.  Control  could  be  improved  by  the  maintenance  of  lists  of  approved 
hotels  in  locations  visited  regularly  by  employees  and  the  requirement  for  prior  approval  when 
hotels  other  than  those  on  the  list  are  to  be  used.  In  addition,  it  is  suggested  that  costs  to  be 
incurred  on  major  trips  could  be  estimated  and  approved  in  advance,  and  subsequent  actual 
costs  compared  with  the  estimates.  Material  variances  between  estimate  and  cost  should  then 
be  subject  to  approval  by  a  senior  official  prior  to  payment.  It  is  important  that  expenditure 
officers  are  fully  aware  of  the  relevant  legislation,  regulations  and  guidelines  when  they  are 
examining  claims  for  reimbursement  of  travelling  expenses  prior  to  approval  for  payment. 

4.3       SYSTEMS  WEAKNESSES  AND  DEFICIENCIES 

(Reported  pursuant  to  section  19(2)(d)  and  (e)  of  The  Auditor  General  Act) 

4.3.1     HEALTH  CARE  INSURANCE  FUND  PREMIUMS 

The  Health  Care  Insurance  Fund  operates  under  the  authority  of  The  Alberta  Health  Care 
Insurance  Act  and  provides  health  care  insurance  coverage  to  Alberta ns.  Premiums  are  charged 
to  residents  on  either  an  individual  basis  or  through  group  accounts  with  employers.  Total 
premiums  during  1978-79  amounted  to  approximately  $95  million. 

During  an  audit  to  March  31,  1979,  a  significant  backlog  was  noted  in  the  reconciliation  of 
premiums  charged  with  premiums  received  from  employers.  This  situation,  which  adversely 
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affects  the  interests  of  many  employers  involved  in  the  collection  of  Health  Care  Insurance  Fund 
premiums,  has  persisted  since  1969  despite  many  attempts  over  the  years  to  develop  improved 
systems  to  facilitate  a  reduction  in  the  backlog. 

Recommendation:  (No.  25) 

It  is  recommended  that  measures  be  taken  by  the  Department  of  Hospitals  and  Medical  Care  to 
reduce  to  a  minimum  the  backlog  in  monthly  reconciliations  of  Health  Care  Insurance  Fund 
premiums  charged  with  premiums  received  from  employers,  and  that  efforts  be  continued  to 
implement  revised  computer  systems  in  order  to  facilitate  more  efficient  and  timely  reconcilia- 
tion procedures. 

4.3.2  INCOMING  MAIL  AND  CASH  RECEIPTS 

Many  audit  observations  were  made  in  respect  of  the  1978-79  fiscal  year  in  connection  with 
weaknesses  in  systems  utilized  by  departments,  funds  and  agencies  to  record  and  control 
incoming  mail  which  may  contain  cheques  or  cash. 

A  large  number  of  audit  observations  concerned  situations  in  which  there  was  inadequate 
segregation  of  duties  involving  staff  responsible  for  receiving  and  initially  recording  cash 
receipts,  recording  cash  receipts  in  receivable  or  revenue  records,  preparing  and  making  bank 
deposits,  and  preparing  and  approving  bank  reconciliations.  Furthermore,  it  was  often  noted 
that  cheques  received  were  not  restrictively  endorsed  as  soon  as  they  were  received,  and  in  a  few 
cases,  it  was  observed  that  excessive  delays  occurred  before  cheques  received  were  deposited. 

Section  8.3  of  the  Treasury  Department's  Accounting  and  Financial  Control  Manual  prescribes 
comprehensive  and  definitive  guidelines  for  recording  and  controlling  cash  receipts  and  incom- 
ing mail.  The  situations  referred  to  above  indicate  non-compliance  with  these  guidelines. 

Recommendation:  (No.  26) 

It  is  recommended  that,  where  necessary  and  appropriate,  greater  efforts  be  made  to  achieve  full 
compliance  with  the  management  and  internal  control  guidelines  relating  to  cash  receipts  and 
incoming  mail  contained  in  section  8.3  of  the  Treasury  Department's  Accounting  and  Financial 
Control  Manual. 

4.3.3  PAYROLL  —  SEGREGATION  OF  DUTIES 

Principles  of  good  internal  control  require  adequate  segregation  of  duties  between  staff  re- 
sponsible for  preparation,  summarization  and  approval  of  payroll  information  and  staff  re- 
sponsible for  checking  and  distributing  payroll  cheques.  If  this  segregation  is  achieved  indi- 
vidual staff  members  are  unlikely  to  be  able  to  fraudulently  instigate  and  obtain  payroll  cheques. 
These  principles  are  comprehensively  documented  in  section  7.3  of  the  Treasury  Department's 
Accounting  and  Financial  Control  Manual  together  with  guidelines  for  procedures  which  should 
be  implemented  to  incorporate  them.  These  guidelines  recommend,  inter  alia,  that  under 
normal  circumstances,  preparation,  summarization  and  approval  of  payroll  data  should  be 
performed  by  personnel  division  staff  and  subsequent  checking  and  distribution  of  cheques 
should  be  performed  by  accounting  division  staff. 

Despite  the  above,  many  instances  were  observed  during  audit  reviews  of  payroll  processing 
and  distribution  systems,  in  which  departments,  funds  and  agencies  were  failing  to  comply  with 
these  guidelines.  On  occasion,  management  of  the  department,  fund  or  agency  concerned 
contended,  with  some  justification,  that  the  guidelines  could  not  reasonably  be  applied  in  their 
particular  circumstances.  Nevertheless,  in  most  instances  there  appeared  to  have  been  insuffi- 
cient effort  made  to  comply  with  the  guidelines  contained  in  the  Accounting  and  Financial 
Control  Manual. 

Recommendation:  (No.  27) 

It  is  recommended  that,  where  necessary  and  appropriate,  greater  efforts  be  made  to  achieve  full 
compliance  with  the  internal  control  guidelines  relating  to  payroll  processing  and  distribution 
contained  in  section  7.3  of  the  Treasury  Department's  Accounting  and  Financial  Control  Manual, 
and  that  where  circumstances  exist  which  render  compliance  with  the  guidelines  unreasonable, 
formal  dispensation  be  obtained  from  the  Office  of  the  Controller.  Before  granting  such  formal 
dispensation,  the  Office  of  the  Controller  should  establish  and  ensure  compliance  with  alterna- 
tive compensating  controls  which  are  appropriate  in  the  circumstances. 
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4.3.4     PROFESSIONAL  AND  OTHER  MANPOWER  SERVICES  CONTRACTS 


During  the  1978-79  fiscal  year,  government  departments  contracted  for  approximately  $100 
million  of  professional  and  other  manpower  services.  In  addition  to  its  normal  ongoing  audit  of 
expenditures,  the  Audit  Office  began  a  special  examination  to  review  the  adequacy  of  proce- 
dures in  use  to  plan,  award,  manage  and  control  contracts  of  this  nature.  As  yet,  the  Treasury 
Department  has  not  provided  a  full  policy  statement  or  guidelines  for  departments  specifically  to 
assist  in  the  control  and  management  of  these  contracts.  The  statement  of  "Guidelines  and 
Suggested  Contract  Formatforthe  Selection  and  Use  of  Consultants"  issued  in  June  1979  under 
the  authority  of  the  Cabinet  Committee  on  Finance,  Priorities  and  Co-ordination,  partially 
addresses  this  situation. 

The  Audit  Office  examination  was  designed  to  encompass  all  requirements  of  contract  adminis- 
tration from  the  conceptual  stage,  pre-design,  budgetary  approval,  design,  through  to  the  final 
delivery  of  the  service,  payment,  and  release  of  the  contractor. 

Matters  of  particular  concern,  being  addressed  during  the  Audit  Office  examination,  were  as 
follows: 

(i)  were  contracts  entered  into  under  proper  authority  and  was  the  source  of  the  authority 
stated  in  the  contracts, 

(ii)  were  reasonable  selection  procedures  utilized  to  obtain  the  most  appropriate,  advan- 
tageous and  economical  bids  from  prospective  contractors, 

(iii)  were  procedures  in  existence,  seen  to  be  in  existence,  and  supported  by  appropriate 
documentary  evidence  forthe  equitable  reviewand  evaluation  of  alternative  bids,  and  the 
awarding  of  contracts, 

(iv)  were  the  nature  of  services  to  be  provided  described  in  contracts  in  clear  and  unambi- 
guous terms  to  avoid  the  possibility  of  expenditures  of  public  funds  on  uneconomic  or 
ineffective  services, 

(v)  were  contracts  drafted  in  a  manner  which  could  reasonably  be  expected  to  provide  for  all 
eventualities  likely  to  be  encountered  during  the  course  of  the  contract,  particularly  with 
regard  to  contract  cancellation  arrangements, 

(vi)  did  contracts  identify  the  departmental  officials,  either  by  positions  or  names,  responsible 
for  accepting  services,  approving  payments  and  authorizing  changes  in  the  terms  of 
contracts.  Similarly,  was  a  representative  of  the  contractor  nominated  to  supervise  ser- 
vice provided  and  to  negotiate  possible  contract  changes, 

(vii)  were  procedures  in  existence  to  provide  for  adequate  review  and  authorization  of  cost 
over-run  claims  or  similar  changes  to  a  contract's  price  or  conditions, 

(viii)  were  adequate  procedures  in  existence  to  ensure  the  proper  inspection  by  departmental 
officials  of  services  provided  and  the  eventual  formal  release  of  all  parties  to  contracts. 

The  Audit  Office  examination  of  management  controls  over  professional  and  other  manpower 
services  contracts  was  still  continuing  at  the  date  of  this  report  and  furthermore  the  examination 
is  being  extended  to  contracts  for  all  goods  and  services.  Preliminary  findings  in  some  depart- 
ments indicate  the  need  for  additional  and/or  improved  procedures  to  satisfy  a  number  of  the 
management  control  concerns  listed  above. 

Representatives  of  the  Audit  Office  met  with  departmental  officials  on  a  number  of  occasions 
during  the  fiscal  year  ended  March  31,  1979,  and  have  continued  to  meet  during  1979-80,  to 
discuss  and  recommend  improved  administrative  methods  and  controls  in  areas  where  man- 
agement control  weaknesses  and  deficiencies  were  identified.  Following  these  discussions  and 
recommendations,  in  some  departments,  particularly  the  Department  of  Environment,  consider- 
able strides  have  already  been  made  in  establishing  improved  management  control  systems  in 
the  area  of  contract  administration. 

It  is  anticipated  that  a  presentation  of  audit  findings  and  recommendations  arising  from  the 
examination  of  contract  procedures  will  be  included  in  the  Auditor  General's  report  for  the  year 
ended  March  31,  1980. 

Recommendation:  (No.  28) 

It  is  recommended  that  under  the  powers  granted  by  section  79(1 )  of  The  Financial  Administra- 
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tion  Act,  1977,  the  Treasury  Board  issue  directives  governing  standards  to  be  observed  when 
contracts  are  entered  into  by  or  on  behalf  of  the  Crown  or  a  provincial  agency.  These  directives 
should  not  be  restricted  to  professional  and  other  manpower  service  contracts,  but  should 
cover: 

(i)  the  rendering  of  all  services  and 

(ii)  the  buying  or  selling  of  goods,  by  or  to  the  Crown  or  a  provincial  agency. 

4.3.5  PROVINCIAL  COURT  WITNESS  FEES 

Appendix  2  to  Order  in  Council  471  73  setting  out  the  tariff  of  fees  and  expenses  to  be  paid  to 
witnesses  and  interpreters  attending  proceedings  before  a  provincial  judge  includes  the  follow- 
ing sections  relating  to  "Professional  Witnesses"  and  "Special  Cases": 

Professional  Witnesses: 

"Professional  persons,  when  called  upon  to  give  evidence  in  consequence  of  any  professional 
service  rendered  by  them  or  to  give  professional  opinions,  or  to  give  expert  evidence  depending 
upon  their  skill  or  judgement,  in  addition  to  subsistence  and  transportation  allowed  other 
witnesses,  per  day  -  $35.00." 

Special  Cases: 

"In  special  cases  for  services  performed  in  connection  with  the  administration  of  justice  in  the 
Province,  where  no  provision  is  made  or  where  the  amount  allowed,  on  account  of  extraordinary 
circumstances  connected  with  the  case  seems  inadequate,  the  Attorney  General,  the  Deputy 
Attorney  General  or  the  Director  of  Accounting  and  Finance  for  the  Department  of  the  Attorney 
General  may  allow  such  sums  as  in  his  discretion  seem  just  and  reasonable." 

An  examination  by  the  Audit  Office  at  three  provincial  courts  revealed  overpayment  of  witness 
fees. 

At  St.  Paul  one  instance  was  observed  of  a  payment  of  $500  to  a  professional  person  for  a  ten 
hour  appearance.  The  payment  was  not  supported  by  written  authorization  as  a  special  case  by 
the  Attorney  General,  the  Deputy  Attorney  General  or  the  Director  of  Accounting  and  Finance. 

At  Vermilion  and  Sherwood  Park  a  number  of  cases  were  observed  where  payments  exceeded 
permitted  amounts. 

Recommendation:  (No.  29) 

It  is  recommended  that  the  Department  of  the  Attorney  General  instruct  the  courts  that  if 
payment  of  witness  fees  is  to  exceed  the  amounts  prescribed,  the  written  authorization  of  the 
Attorney  General,  the  Deputy  Attorney  General  or  the  Director  of  Accounting  and  Finance  must 
be  obtained.  It  is  further  recommended  that  Court  Administrators  arrange  for  a  final  review  of  all 
witness  fees  prior  to  payment  to  ensure  that  Government  regulations  are  being  adhered  to. 

4.3.6  PUBLIC  SERVICE  PENSION  ADMINISTRATION 

The  Public  Service  Pension  Administration  is  the  administrative  arm  of  the  Public  Service 
Pension  Board  and  the  other  pension  boards  appointed  under  authority  of  the  following  Acts  of 
the  Legislature: 

The  Public  Service  Pension  Act 

The  Public  Service  Management  Pension  Act 

The  Local  Authorities  Pension  Act 

The  M.L.A.  Pension  Act 

The  Universities  Academic  Pension  Act 

The  duties  of  the  various  pension  boards  are  set  out  in  these  five  statutes  and  include: 

(a)  the  collection  and  banking  of  pension  contributions  and  the  maintenance  of  records  of 
contributions.  These  contributions  are  credited  to  the  General  Revenue  Fund  and  amount  to 
approximately  $115  million  annually, 

(b)  the  processing  of  pension  entitlements  on  retirement  and  pension  refunds  on  termination  of 
the  members  of  each  plan. 
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A  number  of  audit  observations  made  to  Management  indicate  a  general  lack  of  adequate 
accounting  and  management  controls.  The  following  are  the  more  significant  observations 
made  at  the  conclusion  of  the  audit  covering  the  1978-79  fiscal  year. 

(i)  A  large  number  of  old  items  had  not  been  cleared  from  reconciliations  between  the 
general  ledger  and  the  computer  system  records  of  employer  and  employee  contributions 
received. 

(ii)  No  significant  progress  had  been  achieved  in  clearing,  on  a  more  timely  basis,  the 
excessive  number  of  error  messages  detected  by  the  computer  system  each  month. 

(iii)  Procedures  for  reviewing  audited  payrolls  submitted  by  the  employers  of  contributors  to 
the  Local  Authorities  Pension  Act  plan  had  fallen  into  disuse  and  no  action  had  been  taken 
to  ensure  that  all  reports  were  received. 

(iv)  Annual  statements  showing  contributions  from  individual  employees  during  the  year 
were  not  prepared. 

(v)  Errors  identified  by  the  audit  examination  resulted  in  significant  adjustments  to  accounts 
receivable  as  at  March  31,  1979. 

Recommendation:  (No.  30) 

It  is  recommended  that  the  Public  Service  Pension  Administration  make  a  concerted  effort  to 
develop  and  implement  a  long-term  plan  to  resolve  the  deficiencies  revealed  by  the  audit 
examination  of  the  operations  and  accounting  records  of  the  Public  Service  Pension  Administra- 
tion. 

4.4       INAPPROPRIATE  ACCOUNTING  POLICIES  AND  INADEQUATE  DISCLOSURES 
(Reported  pursuant  to  section  19(3)(a)  of  The  Auditor  General  Act) 

4.4.1     DEEMED  ASSETS  —  ALBERTA  HERITAGE  SAVINGS  TRUST  FUND 

The  Alberta  Heritage  Savings  Trust  Fund  Act  states  that  "investments  in  the  Capital  Projects 
Division  shall  be  deemed  to  be  assets  of  the  Trust  Fund  with  a  value  equal  to  the  amounts 
expended".  Accordingly,  the  financial  statements  of  the  Alberta  Heritage  Savings  Trust  Fund 
are  prepared  on  that  basis. 

The  Audit  Office  recognized  and  commended  the  disclosure  improvements  implemented  by  the 
Treasury  Department  in  preparing  the  financial  statements  of  the  Trust  Fund  at  March  31 , 1 979, 
in  which  "Deemed  Assets"  were  segregated  from  other  assets  on  the  balance  sheet  and  "Fund 
Equity"  was  allocated  between  net  assets  and  deemed  assets. 

Adherence  to  the  legislation,  nevertheless,  creates  potential  for  misunderstanding  the  under- 
lying substance  of  the  recorded  assets  of  the  Fund. 

Amounts  expended  by  the  Capital  Projects  Division  consisting  of  grants,  land  acquisition  and 
development,  construction  costs  and  other  expenditures  capitalized  as  "Deemed  Assets"  in  the 
financial  statements  of  the  Alberta  Heritage  Savings  Trust  Fund  would  be  written  off  if  the 
accounting  policies  of  the  General  Revenue  Fund  were  employed.  In  the  consolidated  financial 
statements  of  the  Province  the  assets  of  the  Alberta  Heritage  Savings  Trust  Fund  are  adjusted  to 
a  basis  consistent  with  the  accounting  policies  employed  by  the  General  Revenue  Fund,  with 
deemed  assets  being  written  off  in  their  entirety. 

Recommendation:  (No.  31) 

It  is  recommended  that  consideration  be  given  to  amending  The  Alberta  Heritage  Savings  Trust 
Fund  Act  to  enable  accounting  treatment  of  the  amounts  expended  on  Capital  Projects  to  be 
accounted  for  in  the  financial  statements  of  the  Alberta  Heritage  Savings  Trust  Fund  as  expendi- 
ture and  not  as  assets  on  the  balance  sheet.  This  accounting  policy  would  not  preclude  financial 
information  disclosure  in  the  published  annual  or  quarterly  reports  detailing  the  cumulative 
amounts  expended  for  Capital  Projects. 
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4.4.2     DISCLOSURE  OF  ASSET  TRANSFERS 


Circumstances  frequently  occur  in  which  assets  having  a  significant  monetary  value  are  trans- 
ferred by  the  Province  or  provincial  agencies  to  other  agencies  or  non-government  entities  for 
monetary  or  other  considerations  below  fair  market  value.  In  most  of  these  cases,  prior  to 
transfer,  the  assets  concerned  were  recorded  in  the  books  of  the  transferor  at  no  value  or  at  a 
nominal  value.  Accordingly,  under  presently  utilized  accounting  policies,  the  monetary  value  of 
the  transfer  is  not  recorded  in  the  records  of  the  transferor  or  the  transferee,  or,  it  is  recorded  at 
less  than  the  fair  market  value. 

The  above  observation  does  not  infer  that  these  asset  transfers  are  made  without  proper 
authorization,  but  merely  that  the  true  value  of  the  transactions  is  not  adequately  reflected  in  the 
records  and  financial  statements  of  the  transferor,  the  transferee  and  in  the  Public  Accounts  of 
the  Province. 

An  example  of  transfers  of  assets  below  fair  market  value  is  the  practice  of  the  Province,  during 
recent  years,  of  transferring  development  land  from  the  Department  of  Housing  and  Public 
Works  to  the  Alberta  Housing  Corporation  at  a  nominal  value  of  one  dollar  for  each  transaction. 

Recommendation:  (No.  32) 

It  is  recommended  that  where  assets  are  transferred  by  the  Province  or  provincial  agencies  to 
other  provincial  agencies  or  non-government  entities  at  below  fair  market  value,  the  formal 
authorization  for  the  transfer  should  be  acknowledged,  and  wherever  possible,  the  fair  market 
value  should  be  determined  or  estimated.  A  schedule  of  all  such  transactions  should  then  be 
included  in  the  financial  statements  of  the  transferor,  the  transferee,  and  in  the  Public  Accounts 
of  the  Province.  Similar  authorization,  recording  and  disclosure  requirements  should  also  be 
considered  in  instances  where  property  is  provided  by  the  Province  or  provincial  agencies  for  the 
use  of  other  provincial  agencies  or  non-government  entities  at  less  than  fair  market  rent  or  for  no 
charge. 

4.4.3     FIXED  ASSETS 

Under  present  accounting  policies,  costs  incurred  in  the  acquisition,  construction  or  leasing  of 
premises  occupied  by  all  departments  of  government  are  charged  to  an  appropriation  of  the 
Department  of  Housing  and  Public  Works.  No  rental  or  similar  charge  is  made  to  the  occupying 
departments  or  the  departmental  programs  which  benefit  thereby.  Similarly,  no  rental  or  other 
charge  is  made  to  or  reflected  in  the  financial  statements  of  revolving  or  regulated  funds,  all  of 
which  are  operated  from  premises  acquired  or  leased  by  the  Department  of  Housing  and  Public 
Works.  Furthermore,  some  provincial  agencies  operate  from  premises  owned  and  or  leased  by 
themselves,  some  operate  from  premises  provided  at  no  charge  by  the  Department  of  Housing 
and  Public  Works,  while  others  operate  partly  from  premises  owned  and  or  leased  by  them- 
selves and  partly  from  premises  provided  at  no  charge  by  the  Department  of  Housing  and  Public 
Works. 

Similarly  inconsistent  accounting  policies  exist  with  regard  to  certain  furniture,  fixtures  and 
equipment  in  premises  owned  or  leased  by  the  Department  of  Housing  and  Public  Works.  In 
certain  circumstances,  when  premises  are  first  occupied,  the  initial  furniture,  fixtures  and 
equipment  contained  therein  are  acquired  by  and  charged  to  an  appropriation  of  the  Department 
of  Housing  and  Public  Works.  Most  additions  thereto  are  acquired  by  and  charged  to  an 
appropriation  of  the  Department  of  Government  Services.  No  charge  is  made  to  the  department, 
or  its  programs,  which  has  the  use  of  the  furniture,  fixtures  and  equipment. 

It  must  be  readily  apparent  that  the  accounting  policies  outlined  above  contribute  to  significant 
distortions  in  the  financial  statements  of  all  revolving  funds,  most  regulated  funds  and  many 
provincial  agencies,  since  the  statements  fail  to  reflect  many  of  the  costs  associated  with  the 
fixed  assets  from  which  the  entities  derive  benefits.  Similarly,  costs  of  this  nature  are  not 
included  in,  and  therefore  understate,  the  total  cost  of  delivery  of  individual  departmental 
programs. 

Recommendation:  (No.  33) 

It  is  recommended  that  consideration  be  given  to  implementing  accounting  policies  to  ensure 
that  all  appropriate  fixed  asset-related  costs  are  charged  to  the  programs,  funds  and  provincial 
agencies  which  derive  the  benefits  from  their  use.  It  is  suggested  that  achieving  this  objective 
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may  be  facilitated  by  the  use  of  a  revolving  fund,  or  similar  vehicle,  which  could  acquire  and  hold 
fixed  assets  having  a  material  effect  on  future  Government  operations,  and  allocate  the 
appropriate  costs  to  programs,  funds  and  provincial  agencies  on  a  usage  basis.  Moreover, 
consideration  should  be  given  to  requiring  budgetary  control  over  fixed  assets  acquired  by 
revolving  funds  to  be  similar  to  that  in  effect  for  departmental  programs. 

4.4.4     UNFUNDED  PENSION  PLAN  LIABILITIES 

The  accounting  policies  and  reporting  practices  of  the  General  Revenue  Fund  are  explained  in 
Note  2  to  its  financial  statements.  In  particular,  the  Note  states  that  contributions  to  and 
payments  from  pension  plans  which  operate  under  authority  of  five  specified  statutes,  are 
credited  and  charged  respectively  to  the  General  Revenue  Fund. 

Note  6  to  the  Fund's  financial  statements  states  that  for  four  of  the  five  pension  plans,  no 
actuarial  valuation  has  been  conducted  which  would  otherwise  enable  the  Province  to  deter- 
mine the  extent  of  its  liability  arising  from  these  unfunded  plans.  An  actuarial  valuation  of  the 
fifth  plan,  which  operates  under  authority  of  The  Universities  Academic  Pension  Act,  was 
conducted  as  at  December  31,  1976  and  revealed  an  unfunded  liability,  net  of  future  contribu- 
tions, of  $270,000,000. 

Note  6  to  the  Fund's  financial  statements  also  discloses  that  the  Province  has  an  unrecorded 
liability  in  respect  of  a  partially  funded  pension  plan  operated  under  authority  of  The  Teachers' 
Retirement  Fund  Act.  An  actuarial  valuation  of  this  plan  at  August  31, 1978  revealed  an  unfunded 
liability  of  $742,000,000. 

Efforts  are  currently  being  made  to  establish  the  unfunded  liabilities  of  the  five  pension  plans 
referred  to  in  the  first  paragraph  above.  Actuarial  valuations  of  the  pension  plans  operating 
pursuant  to  The  Public  Service  Pension  Act  and  The  Local  Authorities  Pension  Act  are  currently 
being  conducted.  In  addition,  it  is  understood  that  actuarial  valuations  are  planned  in  the  near 
future  forthe  pension  plans  operating  pursuant  to  The  Public  Service  Management  Pension  Act, 
The  M.L.A.  Pension  Act  and  The  Universities  Academic  Pension  Act. 

The  apparent  magnitude  of  the  Province's  liability  in  respect  of  the  unfunded  liabilities  of  these 
pension  plans,  together  with  the  accounting  policies  considered  appropriate  in  the  circum- 
stances, are  worthy  of  special  mention. 

The  Audit  Office  subscribes  to  the  widely  held  view  that  a  pension  is  merely  a  different  form  of 
employee  compensation,  payment  of  which  is  deferred  until  after  the  employee's  retirement. 
Acceptance  of  this  principle  dictates  that  accounting  policies  recognize  and  record  the  liability 
for  subsequent  pension  payments.  This  observation  concerns  only  the  accounting  policies 
considered  appropriate  in  the  circumstances;  it  is  not  a  recommendation  that  all  Government 
pension  plans  should  be  fully  funded.  Whether  or  not  to  fund  all  pension  obligations  is  a  matter 
of  Government  policy,  correctly  beyond  the  scope  of  this  report. 

Without  conducting  professional  actuarial  valuations,  it  is  not  possible  to  determine,  with  any 
degree  of  accuracy,  the  Province's  total  unfunded  liability  arising  from  these  pension  plans. 
However,  actuarial  valuations  of  the  liabilities  of  the  Teachers'  Retirement  and  the  Universities 
Academic  Pension  plans,  which  cover  approximately  39,000  employees  and  pensioners, 
amounted  to  $1.2  billion.  The  other  four  plans,  which  are  totally  unfunded  and  cover  approxi- 
mately 104,000  employees  and  pensioners,  could  by  simple  extrapolation  of  these  figures  be 
expected  to  reveal  an  unfunded  liability  of  approximately  $3  billion.  The  total  liability  of  the 
Province,  therefore,  which  is  presently  not  disclosed  in  its  financial  statements,  may  well,  on  this 
basis,  amount  to  some  $4  billion. 

It  is  very  important  to  remember  that  this  form  of  extrapolation  provides,  at  best,  only  a  rough 
indication  of  the  liability  involved.  It  may  well  be  inaccurate  in  that  it  fails  to  take  into  account  the 
age  structure  and  nature  of  the  member  populations,  as  well  as  other  significant  actuarial  factors 
relating  to  the  pensions  plans.  It  is  not  unreasonable  to  anticipate,  however,  that  when  the 
liability  has  been  determined,  it  will  be  in  the  order  of  several  billion  dollars. 

Recommendation:  (No.  34) 
It  is  recommended  that: 

(a)  The  Public  Service  Pension  Administration  continue  to: 
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(i)  obtain  actuarial  valuations  for  all  pension  plans  under  its  administrative  responsibility 
and  to  have  actuarial  valuations  conducted  at  least  triennially  thereafter, 

(ii)  establish  and  implement  procedures  to  obtain  computer  produced  "cash  flow"  predic- 
tions which  can  form  a  basis  for  annual  interim  valuations  of  each  plan. 

Care  should  be  taken  to  ensure  that  realistic  and  consistent  assumptions  are  used  for  all  pension 
plans. 

(b)  Consideration  be  given  to  obtaining  the  necessary  authorities  to  enable  the  Province  to 
reflect  the  unfunded  liability  arising  under  the  various  pension  plans  as  a  liability  in  the 
financial  statements  of  the  General  Revenue  Fund  and  the  Province.  This  could  be  accom- 
plished by: 

(i)  setting  aside  a  part  of  the  General  Revenue  Fund  surplus  sufficient  to  cover  the  un- 
funded liability  for  past  service  of  employees,  either  as  the  liability  becomes  known  or 
on  a  deferred  basis  over  a  planned  period  of  time, 

(ii)  accounting  for  future  employee  contributions  and  where  paid,  employer  contributions 
as  a  liability  of  the  Province, 

(iii)  setting  aside,  out  of  the  General  Revenue  Fund  each  year  a  sum  in  lieu  of  employer 
contributions  and  allocating  this  sum  to  each  government  program  on  an  appropriate 
basis, 

(iv)  setting  aside,  out  of  the  General  Revenue  Fund  any  future  unfunded  liability  as  revealed 
by  successive  actuarial  valuations  or  cash  flow  predictions,  again  allocating  this  sum  to 
government  programs  as  an  additional  manpower  cost. 

If  the  unfunded  liability  is  to  be  shown  as  a  liability  in  the  financial  statements  of  the  General 
Revenue  Fund  and  the  Province,  the  assumptions  used  in  arriving  at  the  valuations  should  be 
disclosed  in  the  financial  statements. 

4.5       LIMITATION  OF  ACCESS  TO  INFORMATION 

(Reported  pursuant  to  section  19(1  )(b)  of  The  Auditor  General  Act) 

4.5.1     AUDIT  OF  PROVINCIAL  INCOME  TAXES 

Section  51(1 )  of  The  Alberta  Income  Tax  Act,  Chapter  182  of  the  Revised  Statutes  of  Alberta  1970 
states: 

"The  Provincial  Treasurer,  with  the  approval  of  the  Lieutenant  Governor  in  Council,  may,  on 
behalf  of  the  Government  of  Alberta,  enter  into  a  collection  agreement  with  the  Government 
of  Canada  under  which  the  Government  of  Canada  will  collect  taxes  payable  under  this  Act 
on  behalf  of  the  Government  of  Alberta  and  will  make  payments  to  the  Government  of 
Alberta  in  respect  of  the  taxes  so  collected,  in  accordance  with  such  terms  and  conditions  as 
the  collection  agreement  prescribes." 

The  collection  agreement  entered  into  under  section  51(1)  of  The  Alberta  Income  Tax  Act 
provides  that  the  Government  of  Canada,  as  agent  of  the  Government  of  the  Province  of  Alberta, 
will  collect  forand  on  behalf  of  the  Province  the  incometaxes  imposed  underThe  Alberta  Income 
Tax  Act. 

Section  18(1)  of  the  collection  agreement  provides  that  the  Auditor  General  may,  subject  to 
certain  restrictions,  examine  such  books  and  records  as  may  be  relevant  in  order  to  permit  him  to 
report  in  respect  of  the  payments  made  to  the  Province  under  the  agreement  on  account  of: 

(a)  individual  income  tax, 

(b)  unclaimed  deductions  at  source  remitted  in  accordance  with  the  provincial  act,  and 

(c)  corporation  income  tax. 

Section  18(2)  of  the  collection  agreement  states  in  part,  that  the  Auditor  General  ".  .  .  shall  not 
examine,  or  be  allowed  to  examine,  or  in  any  way  review  or  report  in  respect  of  any  of  the 
following: 

(a)  in  the  case  of  individual  income  tax,  any  aspect  of  a  taxpayer's  return  other  than  the 
computation  of  provincial  tax  on  the  basis  of  the  federal  tax  and  allocation  of  income,  if  any, 
that  is  made  in  respect  of  the  Province  in  accordance  with  the  provincial  act  and  the  federal 
act  and  regulations  made  thereunder; 
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(b)  in  the  case  of  deductions  at  source  remitted  in  accordance  with  the  provincial  act,  any  aspect 
of  the  computation  thereof  otherthan  the  percentage  computation  of  the  provincial  share  of 
the  total  amount  of  unclaimed  deductions  at  source;  and 

(c)  in  the  case  of  corporation  income  tax,  any  aspect  other  than  the  computation  of  provincial 
tax  on  the  basis  of  the  total  taxable  income  of  a  corporation  and  the  allocation  of  such 
taxable  income,  if  any,  made  in  respect  of  the  Province  in  accordance  with  the  provincial  act 
and  the  federal  act  and  regulations  made  thereunder." 

Section  18(2)  of  the  collection  agreement,  therefore,  prohibits  the  Auditor  General  from  auditing 
the  computation  of  basic  federal  tax  in  the  case  of  individuals  and  taxable  income  in  the  case  of 
corporations.  Since  these  figures  form  the  basis  for  the  computation  of  provincial  income  taxes 
and  related  credits,  the  Auditor  General  is  unable,  himself,  to  perform  the  audit  work  required  to 
express  an  opinion  on  the  provincial  income  tax  revenue  and  the  credits  allowed  under  The 
Alberta  Income  Tax  Act  in  respect  of  renter  assistance  credits  and  royalty  tax  rebates  and  credits. 

Section  18(2)  appears  to  allow  the  Audit  Office  access  to  certain  information  on  a  tax  return  and 
at  the  same  time  denies  access  to  all  other  data  on  the  return.  Since  a  tax  return  is  one  document 
it  is  not  practical  to  allow  access  to  one  part  and  deny  access  to  the  rest. 

In  order  to  partially  mitigate  the  seriousness  of  this  situation,  the  Office  of  the  Auditor  General  of 
Alberta  with  the  consent  and  co-operation  of  the  Auditor  General  of  Canada,  is  currently 
reviewing  the  scope  and  findings  of  the  audit  activity  of  the  Office  of  the  Auditor  General  of 
Canada  for  the  year  ended  March  31,  1979  relative  to  the  Department  of  National  Revenue- 
Taxation  and  the  Department  of  Finance.  The  purpose  of  this  review  is  to  seek  at  least  partial 
assurance  that  the  assessment,  allocation  and  transfer  of  both  individual  and  corporate  income 
taxes  and  related  credits  by  the  Government  of  Canada  on  behalf  of  the  Province  complies  with 
The  Alberta  Income  Tax  Act  and  the  collection  agreement  signed  thereunder.  The  Auditor 
General  of  Alberta  wishes  to  express  his  sincere  appreciation  to  the  Auditor  General  of  Canada 
for  his  co-operation  in  this  matter.  Since  this  review  is  still  in  progress  it  is  inappropriate  for  any 
findings  to  be  reported  at  this  time. 

Due  to  lack  of  adequate  information  regarding  tax  receivables,  the  financial  statements  of  the 
General  Revenue  Fund  and  the  Province  of  Alberta  reflect  only  tax  monies  as  received  by  Alberta 
on  account  during  a  fiscal  year  from  the  Government  of  Canada  (see  section  3.2.5)  together  with 
related  credits.  It  should  be  noted  that  if  the  basis  of  accounting  used  in  the  financial  statements 
of  the  General  Revenue  Fund  and  the  Province  of  Alberta  was  to  reflect  tax  revenue  on  an  accrual 
basis,  which  is  preferable,  then  the  audit  access  restriction  would  necessarily  give  rise  to  a 
reservation  in  the  audit  opinion.  However,  the  situation  still  remains  that  the  Audit  Office  is 
unable  to  determine  independently  whether  or  not  the  net  tax  monies  received  from  the 
Government  of  Canada  are  correct  and  in  accordance  with  The  Alberta  Income  Tax  Act. 

A  persuasive  argument  can  be  made  that,  even  though  the  General  Revenue  Fund  only  reflects 
tax  monies  as  received,  since  the  Auditor  General  cannot  determine  whether  the  tax  monies  as 
received  account  for  all  tax  monies  collectible  under  The  Alberta  Income  Tax  Act,  the  Auditor's 
Report  on  the  financial  statements  of  the  General  Revenue  Fund  should  include  a  reservation  of 
opinion  to  that  effect.  After  due  consideration  of  the  various  factors  involved,  including  accepted 
audit  reporting  practices  for  governments  in  Canada,  I  have  chosen  not  to  make  such  a  reserva- 
tion for  the  fiscal  year  1978-79.  This  matter  will  be  the  subject  of  ongoing  study. 

Recommendation:  (No.  35) 

It  is  recommended  that  consideration  be  given  to  eliminating  the  circumstances  which  presently 
restrict  the  Auditor  General  of  Alberta's  right  of  access  to  certain  taxation  records  and,  thereby, 
inhibit  his  ability  to  satisfy  the  reporting  responsibilities  under  The  Auditor  General  Act.  These 
restrictions  effectively  preclude  the  Auditor  General's  right,  under  section  18(1)  of  the  tax 
collection  agreement,  to  audit  income  tax  and  corporation  tax  payable  to  the  Province  of  Alberta 
by  the  Government  of  Canada.  Similarly,  they  prevent  audit  examination  of  records  relating  to 
the  Alberta  renter  assistance  credit  and  royalty  tax  rebate  and  credit  programs.  It  is  acknow- 
ledged, however,  that  a  multiplicity  of  audits  of  federal  government  records  by  provincial 
legislative  auditors  may  not  be  desirable.  Accordingly,  subject  to  the  concurrence  of  the  Auditor 
General  of  Canada,  consideration  could  be  given  to  seeking  amendments  to  the  tax  collection 
agreement  (and/or  the  statutes  pursuant  to  which  it  operates),  which  would  enable  the  Auditor 
General  of  Alberta  to  place  reliance  upon  an  annual  audit  report  by  the  Auditor  General  of 
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Canada  relating  to  taxes  payable  to  the  Province  of  Alberta  in  accordance  with  the  collection 
agreement.  It  is  believed  that  the  relationship  between  the  Auditors  General  of  Canada  and 
Alberta  should  conform  to  the  recommendations  contained  in  the  C.I.C.A.  Handbook  relating  to 
"Reliance  on  Other  Auditors"  as  updated  from  time  to  time. 

5.0       GENERAL  OBSERVATIONS 

5.1.1  It  is  suggested  that  controls  over  the  management  of  public  monies  by  government  should  be  at 
least  as  effective  as  the  controls  which  are  considered  necessary  by  management  of  larger 
private  sector  corporations.  The  government  is  accountable  to  the  Legislative  Assembly  and 
through  the  members  of  that  Assembly  to  their  constituents,  while  management  of  larger 
private  sector  corporations  is  accountable  to  its  shareholders. 

5.1.2  In  any  private  sector  corporation  subject  to  growth  it  becomes  necessary  to  delegate  authority 
for  functions  which  must  be  performed  on  a  day  to  day  basis  to  an  increasing  number  of 
employees.  The  point  is  eventually  reached  where  senior  management  ceases  to  possess  first 
hand  knowledge  of  all  actions  taken  within  the  corporation. 

As  a  consequence  of  this  situation,  it  is  necessary  for  senior  management  to  prescribe  and 
establish  systems  (rules)  to  enable  staff  to  satisfactorily  perform  management  functions  within 
an  organization.  In  designing  these  systems,  care  is  normally  taken  to  include  internal  control 
features,  such  as  the  segregation  of  incompatible  functions  which  make  it  impossible  for  an 
employee  to  both  commit  and  conceal  an  error  or  irregularity.  Inclusion  of  internal  control 
features  provides  additional  assurance  to  senior  management  that  the  actions  being  taken  are 
those  of  which  it  approves  and  that  delegated  authority  is  being  used  properly. 

It  will  be  appreciated  that  the  assurance  provided  by  these  systems  may  be  relied  upon  only  to 
the  extent  that  internal  controls,  within  each  of  the  systems  concerned,  are  adequate  and  are 
being  complied  with.  In  larger  corporations  in  the  private  sector,  it  is  usual  for  senior  manage- 
mentto  gain  assurance,  on  an  ongoing  basis,  that  internal  controls  are  functioning  satisfactorily, 
through  the  activities  of  an  internal  audit  group  to  which  senior  management  delegates  some  of 
its  management  review  functions.  Subsequently,  senior  management  usually  receives  addition- 
al assurance  from  the  independent  external  auditor  that  internal  controls  are  operating  satisfac- 
torily and  are  being  properly  reviewed  by  the  internal  auditors. 

5.1 .3  The  considerations  outlined  in  section  5.1 .2,  although  described  in  the  context  of  private  sector 
organizations,  apply  equally  to  the  various  departments  and  provincial  agencies  of  the  Govern- 
ment of  Alberta. 

5.1.4  The  spectacular  growth  in  revenues  and  expenditures,  experienced  by  the  Province  in  the  last 
decade,  has  greatly  increased  pressures  on  the  available  accounting  resources  in  departments 
and  provincial  agencies.  It  is  natural,  in  a  period  when  budgetary  growth  and  fiscal  restraint  have 
been  required  to  co-exist,  that  emphasis  in  the  allocation  of  available  resources  goes  to  program 
delivery  functions  rather  than  to  improving  the  quality  of  financial  management. 

As  it  appears  reasonable  to  anticipate  a  continuation  of  growth,  it  would  seem  appropriate  for 
consideration  to  be  given  to  the  development  of  a  coordinated  approach  to  improving  financial 
management  and  control  over  all  revenues  and  expenditures  for  which  there  is  accountability  to 
the  Legislative  Assembly.  In  order  that  controls  may  be  fully  effective,  control  deficiencies  must 
be  avoided  and  inefficient  controls  eliminated.  To  achieve  this,  it  is  necessary  that  a  proper 
environment  be  established  which  is  conducive  to  properly  functioning  controls. 

5.1.5  The  most  important  factor  in  the  establishment  of  an  appropriate  environment  is  the  formal 
appointment  of  a  chief  financial  officer  reporting  directly  to  the  deputy  minister  of  a  department 
or  the  chief  executive  officer  of  a  provincial  agency.  In  view  of  the  fact  that  the  chief  financial 
officer  plays  an  important  part  in  the  recruitment  and  appointment  of  accounting  staff  and  has  a 
large  measure  of  responsibility  for  the  scope,  design  and  operation  of  accounting  systems  and 
management  control  systems,  including  those  systems  designed  to  ensure  economy  and  effi- 
ciency and,  wherever  appropriate,  to  measure  effectiveness,  it  is  essential  that  he  be  properly 
qualified  and  possess  suitable  experience.  It  has  been  observed  that  this  prerequisite  for  good 
financial  management  and  control  does  not  always  exist. 

Recommendation:  (No.  36) 

It  is  recommended  that,  where  the  level  of  financial  activity  is  significant,  a  position  of  chief 
financial  officer,  reporting  directly  to  the  deputy  minister  of  a  department  or  chief  executive 
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officer  of  a  provincial  agency,  be  established.  Since  chief  financial  officers  should  be  properly 
qualified  accountants,  their  positions  should  be  classified  accordingly. 

Recommendation:  (No.  37) 

It  is  recommended  that  the  approval  of  the  Controller,  after  assessing  the  competence  of  the 
individual  concerned,  be  made  a  prerequisite  to  the  appointment  of  a  chief  financial  officer  for 
departments  and  provincial  agencies  (other  than  those  exempt  under  section  2(5)  of  The 
Financial  Administration  Act,  1 977  and  entities  defined  as  commercial  enterprises  by  the  Provin- 
cial Treasurer). 

5.1.6  A  second  vital  factor,  in  ensuring  the  establishment  of  an  appropriate  environment,  is  the  formal 
appointment  of  a  chief  internal  auditor  to  head  an  effective  internal  audit  group  within  each 
department  and  provincial  agency  which  is  large  enough  to  justify  such  a  group.  To  ensure  that 
he  possesses  the  necessary  degree  of  independence,  the  chief  internal  auditor  should  report 
directly  to  the  deputy  minister  of  a  department  or  to  the  chief  executive  officer  of  a  provincial 
agency.  The  chief  internal  auditor  must  be  properly  trained  and  qualified  to  conduct  manage- 
ment reviews  of  accounting  systems  and  management  control  systems,  including  those  de- 
signed to  ensure  economy  and  efficiency  and,  whenever  appropriate,  to  measure  effectiveness 
and  must  adhere  to  acceptable  internal  auditing  standards. 

During  audits  performed  for  the  fiscal  year  ended  March  31, 1979,  it  was  observed  that  a  number 
of  departments  and  provincial  agencies  had  "internal  auditors",  but  in  only  a  few  instances  the 
scope  of  their  activities  and  the  quality  of  personnel  employed  were  considered  satisfactory.  Too 
often  the  personnel  engaged  as  internal  auditors  were  employed  in  "trouble  shooting"  or  "fire 
fighting"  for  management. 

Recommendation:  (No.  38) 

It  is  recommended  that,  where  the  level  of  financial  activity  is  significant,  a  position  of  chief 
internal  auditor,  reporting  directly  to  the  deputy  minister  of  a  department  or  chief  executive 
officer  of  a  provincial  agency,  be  established.  Since  chief  internal  auditors  should  be  properly 
qualified,  their  positions  should  be  classified  accordingly. 

Recommendation:  (No.  39) 

It  is  recommended  that  the  approval  of  the  Controller,  after  assessing  the  competence  of  the 
individual  concerned,  be  made  a  prerequisite  to  the  appointment  of  a  chief  internal  auditor  of 
departments  and  provincial  agencies  (other  than  those  exempt  under  section  2(5)  of  The 
Financial  Administration  Act,  1977  and  entities  defined  as  commercial  enterprises  by  the  Provin- 
cial Treasurer). 
Recommendation:  (No.  40) 

It  is  recommended  that  the  Office  of  the  Controller,  on  behalf  of  the  Provincial  Treasurer, 
establish  and  monitor  the  application  of  standards,  techniques  and  methodologies  to  be 
adhered  to  by  internal  audit  groups  of  departments  and  provincial  agencies  (other  than  those 
exempt  under  section  2(5)  of  The  Financial  Administration  Act,  1977  and  entities  defined  as 
commercial  enterprises  by  the  Provincial  Treasurer).  It  is  further  recommended  that  provincial 
agencies  exempt  under  section  2(5)  of  The  Financial  Administration  Act,  1977  and  entities 
defined  as  commercial  enterprises  by  the  Provincial  Treasurer,  establish  internal  audit  functions 
with  similar  standards,  techniques  and  methodologies  to  those  not  so  exempt. 

Recommendation:  (No.  41) 

It  is  recommended  that  the  Controller  receive  copies  of  reports  made  by  chief  internal  auditors  to 
deputy  ministers  of  departments  or  chief  executive  officers  of  provincial  agencies  not  exempt 
from  The  Financial  Administration  Act,  1977  or  entities  defined  as  commercial  enterprises  by  the 
Provincial  Treasurer  and  that  the  Auditor  General  receive  copies  of  all  reports  made  by  chief 
internal  auditors  to  deputy  ministers  or  chief  executive  officers. 

5.1.7  During  audits  performed  by  the  Audit  Office,  the  scope,  extent  and  adequacy  of  the  work 
performed  by  the  internal  audit  function  is  reviewed  and  evaluated.  If  it  is  considered  that 
reliance  can  be  placed  on  the  activities  of  the  internal  auditor,  the  extent  and  emphasis  of  the 
work  of  the  Audit  Office  may  be  modified  accordingly.  In  addition  to  the  benefits  available  from 
an  efficient  internal  audit  function  as  described  in  section  5.1.6,  it  is  also  anticipated  that  the 
internal  auditor  would  audit  management  control  systems  relating  to  economy,  efficiency  and 
effectiveness. 
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5.1.8  Recommendation:  (No.  42) 

It  is  recommended  that  the  Office  of  the  Controller  undertake  responsibility  for  ensuring  the 
ongoing  professional  development  of  chief  financial  officers  and  chief  internal  auditors  and  their 
staffs  through  courses,  seminars  and  periodic  consultation  with  the  individuals  involved. 

5.1.9  A  discussion  paper  issued  by  Alberta  Treasury  in  November  1973  on  the  subject  of  Program 
Budgeting  Concepts,  in  addition  to  outlining  a  change  to  Program  Budgeting  which  was  subse- 
quently effected  in  1976,  visualized  the  inclusion  of  "Program  Indicators"  in  the  information 
regarding  each  program  to  be  submitted  in  budget  documentation.  On  page  9  of  the  discussion 
paper  a  "Program  Indicator"  was  defined  as: 

Program  Indicator —  is  a  symbol  which  depicts  a  major  factor  involved  in  planning,  analyz- 
ing, budgeting  or  delivering  a  program.  Indicators  can  be  categorized  as  "effectiveness 
indicators",  (e.g.  increased  safety  of  car  traffic  in  terms  of  declining  accidents),  "output 
indicators",  (e.g.  number  of  housing  units  produced),  "performance  indicators",  (e.g.  num- 
ber of  licences  issued),  "resource  indicators",  (e.g.  number  of  positions),  and  "efficiency 
indicators",  (e.g.  number  of  licences  issued  per  staff  member). 

This  aspect  of  Program  Budgeting  was  not  implemented,  with  the  exception  of  the  inclusion  in 
the  annual  Estimates  of  Expenditure  of  information  regarding  positions. 

Recommendation:  (No.  43) 

It  is  recommended  that  studies  be  undertaken  to  determine  which  indicators  are  appropriate  and 
reasonable  for  each  program,  that  subsequently  such  indicators  be  included  in  the  Program 
Estimates  of  the  earliest  fiscal  year  which  is  deemed  to  be  practical,  that  systems  be  put  in  place 
to  measure  actual  performance  during  the  fiscal  year,  and  that  Public  Accounts  reflect  the  degree 
to  which  programs  achieve  the  effectiveness  forecast  at  the  time  the  budget  was  approved.  It  is 
further  suggested  that  it  might  be  valuable  if  the  Select  Standing  Committee  on  Public  Accounts 
could  be  involved  in  the  studies  relating  to  this  matter. 

5.1.10  Recommendations  appearing  throughout  this  report  are  reproduced  in  this  subsection.  Each 
recommendation  has  been  serially  numbered  and  cross  referenced  to  the  subsection  in  which  it 
originally  appeared,  so  that  the  reader  may  readily  determine  the  context  in  which  each  recom- 
mendation was  made: 

PAGE 

1.  (Section  2.1.6)  7 
It  is  recommended  that,  in  the  interests  of  more  comprehensive  financial  disclosure, 
consideration  be  given  to  amending  section  2(5)  of  The  Financial  Administration  Act, 

1977  to  require  the  inclusion  in  the  Public  Accounts  of  those  entities  presently  excluded 
from  the  application  of  section  77  of  the  Act  by  section  2(5).  Consideration  should  also  be 
given  to  including  the  financial  statements  of  crown-controlled  organizations  in  the 
Public  Accounts. 

2.  (Section  2.1.8)  8 
It  is  recommended  that  The  Financial  Administration  Act,  1977  be  amended  to  exclude 
housing  authorities  and  Metis  settlement  associations  from  the  definition  of  provincial 
agencies. 

3.  (Section  2.1.9)  8 
It  is  recommended,  in  view  of  a  legal  opinion  obtained,  that  consideration  be  given  to 
classifying  as  a  regulated  fund,  the  money  collected  and  held  by  the  partnership  which 
manages  the  Western  Express  Lottery  in  Alberta. 

4.  (Section  3.2.5)  18 
It  is  recommended,  that  action  betaken  to  determine  if  the  quality  of  data  provided  by  the 
Government  of  Canada  can  be  improved  to  permit  the  recording  of  estimated  amounts 
receivable  and  payable  in  the  financial  statements  of  the  General  Revenue  Fund. 

5.  (Section  3.2.5)  18 
It  is  recommended,  in  view  of  the  material  amount  of  the  Province's  liability  under  the 
various  pension  plans,  that  consideration  be  given  to  recording  the  unfunded  liabilities 

of  the  plans  in  the  General  Revenue  Fund.  This  recommendation  is  dealt  with  more  fully 
in  section  4.4.4  of  this  report.  (See  recommendation  number  34  hereunder). 


57 


6.  (Section  3.2.5) 

It  is  recommended  that  steps  be  taken  to  determine  and  implement  procedures  appropri- 
ate to  establishing  the  liability  for  employee  vacation  entitlement  and  overtime  payable. 
Following  which,  consideration  should  be  given  to  the  impact  of  these  omissions  on  the 
evaluation  of  the  cost  effectiveness  of  the  programs  concerned.  A  decision  should  then 
be  made  as  to  whether  these  liabilities  are  sufficiently  significant  to  warrant  inclusion  in 
the  financial  statements  of  the  General  Revenue  Fund. 

7.  (Section  3.2.5) 

It  is  recommended  that  serious  consideration  be  given  to  developing  and  implementing 
procedures  whereby  all  costs  relating  to  accommodation,  furniture,  fixtures  and  equip- 
ment are  charged  to  the  program  for  which  the  expenditure  is  incurred.  This  recom- 
mendation is  dealt  with  more  fully  in  section  4.4.3  of  this  report.  (See  recommendation 
number  33  hereunder). 

8.  (Section  3.3.2) 

It  is  recommended  that  consideration  be  given  to  amending  The  Alberta  Heritage 
Savings  Trust  Fund  Actto  enable  Capital  Projects  Division  "investments"  to  be  recorded 
as  expenditure.  This  recommendation  is  considered  in  more  detail  in  section  4.4.1  of  this 
report.  (See  recommendation  number  31  hereunder). 

9.  (Section  4.2.1) 

It  is  recommended  that  compensation  for  disaster  losses  pursuant  to  the  regulations 
under  The  Disaster  Services  Act  be  considered  conditional  grants  from  the  Government 
of  Alberta  and  subject  to  the  controls  recommended  for  conditional  grants  in  section 
4.2.6  of  this  report. 

10.  (Section  4.2.1) 

It  is  recommended  that  Alberta  Disaster  Services  take  steps  to  ensure  that  procedures 
are  strengthened  to  evaluate  eligibility  for  compensation  and  the  accuracy  of  items 
included  on  "Statements  of  Loss  and  Damage"  and  that  individuals  and  companies 
compensated  are  properly  informed  of  the  conditions  under  which  the  compensation  is 
paid. 

11.  (Section  4.2.2) 

It  is  recommended  that  where  costs  eligible  for  cost-sharing  under  Federal/Provincial  or 
other  agreements  are  incurred  in  more  than  one  department  of  Government,  procedures 
should  be  established  to  ensure  adequate  liaison  when  submitting  claims. 

12.  (Section  4.2.3) 

It  is  recommended  that  a  senior  official  in  the  Treasury  Department  be  assigned  the  task 
of  ensuring  that  Government  officials  in  departments  and  agencies  are  provided  with 
information  concerning  federal  sales  tax  regulations  and  their  implications,  and  should 
further  be  responsible  for  monitoring  refund  claims  to  ensure  that  they  are  properly  and 
promptly  submitted. 

13.  (Section  4.2.4) 

In  view  of  the  large  and  increasing  volume  (and  value)  of  fixed  assets  administered  by 
the  Provincial  Government,  it  is  urgent  that  improvements  are  made  to  many  of  the 
systems  currently  in  place  to  ensure  adequate  control  and  safeguards.  Every  effort 
should  be  made,  as  soon  as  possible,  to  implement  systems  which  comply  with  the 
guidelines  contained  in  section  9.5  of  the  Treasury  Department's  Accounting  and  Finan- 
cial Control  Manual. 

14.  (Section  4.2.4) 

It  is  recommended  that  the  Office  of  the  Controller  review  section  9.5.2  of  the  Accounting 
and  Financial  Control  Manual  which  defines  fixed  assets,  interalia,  as  ".  .  .  public  proper- 
ty that  cost  in  excess  of  $100  .  .  .".  Consideration  should  be  given  to  increasing  this 
figure.  This  recommendation  does  not  apply  to  assets  described  as  ".  .  .  considered 
targets  for  pilferage  or  readily  convertible  into  cash". 
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15.  (Section  4.2.4)  39 
All  provincial  agencies  and  regulated  funds  which  are  not  currently  subject  to  the 
Treasury  Department's  Accounting  and  Financial  Control  Manual,  excepting  those 
which  have  already  done  so,  should  design,  implement  and  document  procedures  to 
adequately  record,  account  for  and  safeguard  all  fixed  assets  under  their  custodianship. 

The  principles  contained  in  section  9.5  of  the  Treasury  Department's  Manual  could  be 
used  as  a  guide  in  designing  such  procedures. 

16.  (Section  4.2.5)  40 
It  is  recommended  that  implementation  of  a  system  to  provide  information  regarding  the 
telephone  numbers  from  which  all  W.A.T.S.  calls  originate  be  expedited.  The  informa- 
tion provided  can  then  be  utilized  by  the  Department  of  Housing  and  Public  Works  as  a 

basis  for  monitoring  procedures  designed  to  prevent  abuse  of  the  W.A.T.S.  facility  and 
the  resultant  wastage  of  time  and  public  money. 

17.  (Section  4.2.6)  42 
It  is  recommended  that  in  addition  to  improving,  where  necessary,  control  over  the 
processing  and  payment  of  grants,  departments  and  agencies  should  make  more  use  of 

their  rights  to  pursue  conditional  grants  into  the  recipients'  records  to  ensure  that  they 
are  used  for  the  purposes  intended. 

18.  (Section  4.2.6)  42 
It  is  recommended  that,  through  appropriate  provisions  in  all  conditional  grant  agree- 
ments, the  right  of  access,  inspection  and  audit  of  the  records  of  all  conditional  grant 
recipients  be  specifically  extended  to  both  the  Provincial  Treasurer  (Office  of  the  Control- 
ler) and  the  Auditor  General.  This  right  may  be  invoked  on  a  discretionary  basis,  either  on 

a  sample  basis  or  where  the  Controller  or  the  Auditor  General  has  grounds  for  suspicion 
that  grant  monies  are  not  being  used  in  compliance  with  the  terms  of  the  grant  agree- 
ment. 

19.  (Section  4.2.8)  43 
It  is  recommended  that  the  Department  of  the  Solicitor  General  inform  the  Public  Service 
Commissioner  of  its  inability  to  comply,  at  the  Fort  Saskatchewan  Correctional  Institu- 
tion, with  all  requirements  of  Section  H1  of  the  Regulation  Governing  Personnel  Admi- 
nistration and  Management,  with  a  view  to  obtaining  appropriate  dispensations. 

20.  (Section  4.2.10)  45 
It  is  recommended  that  where  employees  receive  salary  increases,  the  departments  in 
which  they  are  employed  should  ensure  that  overtime  subsequently  paid  relating  to 
hours  worked  prior  to  the  salary  increase,  is  paid  based  on  pre-increase  salary  rates. 

21.  (Section  4.2.10)  45 
It  is  recommended  that  for  all  agreements  between  the  Alberta  Union  of  Provincial 
Employees  and  the  Government  of  the  Province  of  Alberta,  the  Public  Service  Commis- 
sioner should  issue  detailed  instructions  to  departments  covering  new  or  revised  terms 

and,  in  turn,  the  departments  should  refer  to  the  Public  Service  Commissioner  for 
direction  on  problems  encountered  in  the  application  of  those  instructions. 

22.  (Section  4.2.10)  45 
It  is  recommended  that  for  Bargaining  Division  5  employees  who  receive  higher  grade 

pay  in  lieu  of  overtime  where  their  normal  hours  of  work  are  not  continuously  controlled 
on  a  daily  basis,  the  Public  Service  Commissioner  should  issue  a  ruling  as  to  whether 
leave  absences  or  brief  periods  in  controlled  conditions  qualify  for  the  higher  grade  pay. 

23.  (Section  4.2.10)  46 
It  is  recommended  that  all  departments  review  procedures  in  operation  with  regard  to 
employee  pension  contributions  and,  where  necessary,  implement  procedural  changes 

to  ensure  that  correct  employee  pension  contributions  are  deducted  in  all  cases. 

24.  (Section  4.2.11)  46 
It  is  recommended  that  those  departments,  which  have  not  already  done  so,  should 
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develop  and  implement  guidelines  and  supporting  procedures  which  reflect  the  Gov- 
ernment's stated  policy  on  reimbursable  subsistence  and  travelling  expenses,  to  ensure 
that  excessive  expenditures  of  public  funds  do  not  occur.  In  particular,  care  should  be 
taken  to  acquaint  Government  employees  with  the  practice  of  many  hotels  which,  when 
requested,  allow  a  special  discounted  government  per  diem  rate.  Control  could  be 
improved  by  the  maintenance  of  lists  of  approved  hotels  in  locations  visited  regularly  by 
employees  and  the  requirement  for  prior  approval  when  hotels  other  than  those  on  the 
list  are  to  be  used.  In  addition,  it  is  suggested  that  costs  to  be  incurred  on  major  trips 
could  be  estimated  and  approved  in  advance,  and  subsequent  actual  costs  compared 
with  the  estimates.  Material  variances  between  estimate  and  cost  should  then  be 
subject  to  approval  by  a  senior  official  prior  to  payment.  It  is  important  that  expenditure 
officers  are  fully  aware  of  the  relevant  legislation,  regulations  and  guidelines  when  they 
are  examining  claims  for  reimbursement  of  travelling  expenses  prior  to  approval  for 
payment. 

25.  (Section  4.3.1) 

It  is  recommended  that  measures  be  taken  by  the  Department  of  Hospitals  and  Medical 
Care  to  reduce  to  a  minimum  the  backlog  in  monthly  reconciliations  of  Health  Care 
Insurance  Fund  premiums  charged  with  premiums  received  from  employers,  and  that 
efforts  be  continued  to  implement  revised  computer  systems  in  order  to  facilitate  more 
efficient  and  timely  reconciliation  procedures. 

26.  (Section  4.3.2) 

It  is  recommended  that,  where  necessary  and  appropriate,  greater  efforts  be  made  to 
achieve  full  compliance  with  the  management  and  internal  control  guidelines  relating  to 
cash  receipts  and  incoming  mail  contained  in  section  8.3  of  the  Treasury  Department's 
Accounting  and  Financial  Control  Manual. 

27.  (Section  4.3.3) 

It  is  recommended  that,  where  necessary  and  appropriate,  greater  efforts  be  made  to 
achieve  full  compliance  with  the  internal  control  guidelines  relating  to  payroll  proces- 
sing and  distribution  contained  in  section  7.3  of  the  Treasury  Department's  Accounting 
and  Financial  Control  Manual,  and  that  where  circumstances  exist  which  render  com- 
pliance with  the  guidelines  unreasonable,  formal  dispensation  be  obtained  from  the 
Office  of  the  Controller.  Before  granting  such  formal  dispensation,  the  Office  of  the 
Controller  should  establish  and  ensure  compliance  with  alternative  compensating 
controls  which  are  appropriate  in  the  circumstances. 

28.  (Section  4.3.4) 

It  is  recommended  that  under  the  powers  granted  by  Section79(1)  of  The  Financial 
Administration  Act,  1977,  the  Treasury  Board  issue  directives  governing  standards  to  be 
observed  when  contracts  are  entered  into  by  or  on  behalf  of  the  Crown  or  a  provincial 
agency.  These  directives  should  not  be  restricted  to  professional  and  other  manpower 
service  contracts,  but  should  cover: 

(i)  the  rendering  of  all  services  and 

(ii)  the  buying  or  selling  of  goods,  by  or  to  the  Crown  or  a  provincial  agency. 

29.  (Section  4.3.5) 

It  is  recommended  that  the  Department  of  the  Attorney  General  instruct  the  courts  that  if 
payment  of  witness  fees  is  to  exceed  the  amounts  prescribed,  the  written  authorization 
of  the  Attorney  General,  the  Deputy  Attorney  General  or  the  Director  of  Accounting  and 
Finance  must  be  obtained.  It  is  further  recommended  that  Court  Administrators  arrange 
for  a  final  review  of  all  witness  fees  prior  to  payment  to  ensure  that  Government 
regulations  are  being  adhered  to. 

30.  (Section  4.3.6) 

It  is  recommended  that  the  Public  Service  Pension  Administration  make  a  concerted 
effort  to  develop  and  implement  a  long-term  plan  to  resolve  the  deficiencies  revealed  by 
the  audit  examination  of  the  operations  and  accounting  records  of  the  Public  Service 
Pension  Administration. 
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31.  (Section  4.4.1) 

It  is  recommended  that  consideration  be  given  to  amending  the  Alberta  Heritage  Sav- 
ings Trust  Fund  Act  to  enable  accounting  treatment  of  the  amounts  expended  on  Capital 
Projects  to  be  accounted  for  in  the  financial  statements  of  the  Alberta  Heritage  Savings 
Trust  Fund  as  expenditure  and  not  as  assets  on  the  balance  sheet.  This  accounting  policy 
would  not  preclude  financial  information  disclosure  in  the  published  annual  or  quarterly 
reports  detailing  the  cumulative  amounts  expended  for  Capital  Projects. 

32.  (Section  4.4.2) 

It  is  recommended  that  where  assets  are  transferred  by  the  Province  or  provincial 
agencies  to  other  provincial  agencies  or  non-government  entities  at  below  fair  market 
value,  the  formal  authorization  for  the  transfer  should  be  acknowledged,  and  wherever 
possible,  the  fair  market  value  should  be  determined  or  estimated.  A  schedule  of  all  such 
transactions  should  then  be  included  in  the  financial  statements  of  the  transferor,  the 
transferee,  and  in  the  Public  Accounts  of  the  Province.  Similar  authorization,  recording 
and  disclosure  requirements  should  also  be  considered  in  instances  where  property  is 
provided  by  the  Province  or  provincial  agencies  for  the  use  of  other  provincial  agencies 
or  non-government  entities  at  less  than  fair  market  rent  or  for  no  charge. 

33.  (Section  4.4.3) 

It  is  recommended  that  consideration  be  given  to  implementing  accounting  policies  to 
ensure  that  all  appropriate  fixed  asset-related  costs  are  charged  to  the  programs,  funds 
and  provincial  agencies  which  derive  the  benefits  from  their  use.  It  is  suggested  that 
achieving  this  objective  may  be  facilitated  by  the  use  of  a  revolving  fund,  or  similar 
vehicle,  which  could  acquire  and  hold  fixed  assets  having  a  material  effect  on  future 
Government  operations,  and  allocate  the  appropriate  costs  to  programs,  funds  and 
provincial  agencies  on  a  usage  basis.  Moreover,  consideration  should  be  given  to 
requiring  budgetary  control  over  fixed  assets  acquired  by  revolving  funds  to  be  similar  to 
that  in  effect  for  departmental  programs. 

34.  (Section  4.4.4) 

It  is  recommended  that: 

(a)  The  Public  Service  Pension  Administration  continue  to: 

(i)  obtain  actuarial  valuations  for  all  pension  plans  under  its  administrative  re- 
sponsibility and  to  have  actuarial  valuations  conducted  at  least  triennially 
thereafter, 

(ii)  establish  and  implement  procedures  to  obtain  computer  produced  "cash  flow" 
predictions  which  can  form  a  basis  for  annual  interim  valuations  of  each  plan. 

Care  should  be  taken  to  ensure  that  realistic  and  consistent  assumptions  are  used  for  all 
pension  plans. 

(b)  Consideration  be  given  to  obtaining  the  necessary  authorities  to  enablethe  Province 
to  reflect  the  unfunded  liability  arising  under  the  various  pension  plans  as  a  liability 
in  the  financial  statements  of  the  General  Revenue  Fund  and  the  Province.  This  could 
be  accomplished  by: 

(i)  setting  aside  a  part  of  the  General  Revenue  Fund  surplus  sufficientto  coverthe 
unfunded  liability  for  past  service  of  employees,  either  as  the  liability  becomes 
known  or  on  a  deferred  basis  over  a  planned  period  of  time, 

(ii)  accounting  for  future  employee  contributions  and,  where  paid,  employer  con- 
tributions as  a  liability  of  the  Province, 

(iii)  setting  aside,  out  of  the  General  Revenue  Fund  each  year  a  sum  in  lieu  of 
employer  contributions  and  allocating  this  sum  to  each  government  program 
on  an  appropriate  basis, 

(iv)  setting  aside,  out  of  the  General  Revenue  Fund  any  future  unfunded  liability  as 
revealed  by  successive  actuarial  valuations  or  cash  flow  predictions,  again 
allocating  this  sum  to  government  programs  as  an  additional  manpower  cost. 

If  the  unfunded  liability  is  to  be  shown  as  a  liability  in  the  financial  statements  of  the 
General  Revenue  Fund  and  the  Province,  the  assumptions  used  in  arriving  at  the 
valuations  should  be  disclosed  in  the  financial  statements. 
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35.  (Section  4.5.1) 

It  is  recommended  that  consideration  be  given  to  eliminating  the  circumstances  which 
presently  restrict  the  Auditor  General  of  Alberta's  right  of  access  to  certain  taxation 
records  and,  thereby,  inhibit  his  ability  to  satisfy  the  reporting  responsibilities  underThe 
Auditor  General  Act.  These  restrictions  effectively  preclude  the  Auditor  General's  right, 
under  section  18(1 )  of  the  tax  collection  agreement,  to  audit  income  tax  and  corporation 
tax  payable  to  the  Province  of  Alberta  by  the  Government  of  Canada.  Similarly,  they 
prevent  audit  examination  of  records  relating  to  the  Alberta  renter  assistance  credit  and 
royalty  tax  rebate  and  credit  programs.  It  is  acknowledged,  however,  that  a  multiplicity  of 
audits  of  federal  government  records  by  provincial  legislative  auditors  may  not  be 
desirable.  Accordingly,  subject  to  the  concurrence  of  the  Auditor  General  of  Canada, 
consideration  could  be  given  to  seeking  amendments  to  the  tax  collection  agreement 
(and/or  the  statutes  pursuant  to  which  it  operates),  which  would  enable  the  Auditor 
General  of  Alberta  to  place  reliance  upon  an  annual  audit  report  by  the  Auditor  General 
of  Canada  relating  to  taxes  payable  to  the  Province  of  Alberta  in  accordance  with  the 
collection  agreement.  It  is  believed  that  the  relationship  between  the  Auditors  General  of 
Canada  and  Alberta  should  conform  to  the  recommendations  contained  in  the  C.I.C.A. 
Handbook  relating  to  "Reliance  on  Other  Auditors"  as  updated  from  time  to  time. 

36.  (Section  5.1.5) 

It  is  recommended  that,  where  the  level  of  financial  activity  is  significant,  a  position  of 
chief  financial  officer,  reporting  directly  to  the  deputy  minister  of  a  department  or  chief 
executive  officer  of  a  provincial  agency,  be  established.  Since  chief  financial  officers 
should  be  properly  qualified  accountants,  their  positions  should  be  classified  accor- 
dingly. 

37.  (Section  5.1.5) 

It  is  recommended  thatthe  approval  of  the  Controller,  after  assessing  the  competence  of 
the  individual  concerned,  be  made  a  prerequisite  to  the  appointment  of  a  chief  financial 
officer  for  departments  and  provincial  agencies  (other  than  those  exempt  under  section 
2(5)  of  The  Financial  Administration  Act,  1977  and  entities  defined  as  commercial  enter- 
prises by  the  Provincial  Treasurer). 

38.  (Section  5.1.6) 

It  is  recommended  that,  where  the  level  of  financial  activity  is  significant,  a  position  of 
chief  internal  auditor,  reporting  directly  to  the  deputy  minister  of  a  department  or  chief 
executive  officer  of  a  provincial  agency,  be  established.  Since  chief  internal  auditors 
should  be  properly  qualified,  their  positions  should  be  classified  accordingly. 

39.  (Section  5.1.6) 

It  is  recommended  that  the  approval  of  the  Controller,  after  assessing  the  competence  of 
the  individual  concerned,  be  made  a  prerequisite  to  the  appointment  of  a  chief  internal 
auditor  of  departments  and  provincial  agencies  (other  than  those  exempt  under  section 
2(5)  of  The  Financial  Administration  Act,  1977  and  entities  defined  as  commercial  enter- 
prises by  the  Provincial  Treasurer). 

40.  (Section  5.1.6) 

It  is  recommended  that  the  Office  of  the  Controller,  on  behalf  of  the  Provincial  Treasurer, 
establish  and  monitorthe  application  of  standards,  techniques  and  methodologies  to  be 
adhered  to  by  internal  audit  groups  of  departments  and  provincial  agencies  (other  than 
those  exempt  under  section  2(5)  of  The  Financial  Administration  Act,  1977  and  entities 
defined  as  commercial  enterprises  by  the  Provincial  Treasurer).  It  is  further  recom- 
mended that  provincial  agencies  exempt  under  section  2(5)  of  The  Financial  Adminis- 
tration Act,  1977  and  entities  defined  as  commercial  enterprises  by  the  Provincial 
Treasurer,  establish  internal  audit  functions  with  similar  standards,  techniques  and 
methodologies  to  those  not  so  exempt. 

41.  (Section  5.1.6) 

It  is  recommended  that  the  Controller  receive  copies  of  reports  made  by  chief  internal 
auditors  to  deputy  ministers  of  departments  or  chief  executive  officers  of  provincial 
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agencies  not  exempt  from  The  Financial  Administration  Act,  1977  or  entities  defined  as 
commercial  enterprises  by  the  Provincial  Treasurer  and  that  the  Auditor  General  receive 
copies  of  all  reports  made  by  chief  internal  auditors  to  deputy  ministers  or  chief  execu- 
tive officers. 


42.  (Section  5.1.8) 


57 


It  is  recommended  that  the  Office  of  the  Controller  undertake  responsibility  for  ensuring 
the  ongoing  professional  development  of  chief  financial  officers  and  chief  internal 
auditors  and  their  staffs  through  courses,  seminars  and  periodic  consultation  with  the 
individuals  involved. 


43.  (Section  5.1.9) 
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It  is  recommended  that  studies  be  undertaken  to  determine  which  indicators  are 
appropriate  and  reasonable  for  each  program,  that  subsequently  such  indicators  be 
included  in  the  Program  Estimates  of  the  earliest  fiscal  year  which  is  deemed  to  be 
practical,  that  systems  be  put  in  place  to  measure  actual  performance  during  the  fiscal 
year,  and  that  Public  Accounts  reflect  the  degree  to  which  programs  achieve  the  effec- 
tiveness forecast  at  the  time  the  budget  was  approved.  It  is  further  suggested  that  it 
might  be  valuable  if  the  Select  Standing  Committee  on  Public  Accounts  could  be  in- 
volved in  the  studies  relating  to  this  matter. 

5.1.1 1  Subject  to  those  matters  relating  to  internal  control  upon  which  specific  recommendations  have 
been  made  in  this  report,  the  overall  internal  control  exercised  over  the  payment  of  liabilities 
incurred  by  departments  improved  substantially  during  the  fiscal  year  under  review.  This 
improvement  was  due  to  the  efforts  of  both  the  Office  of  the  Controller  and  departmental 
accounting  staffs  in  implementing  the  provisions  of  Part  IV  of  The  Financial  Administration  Act, 
1977.  A  further  important  factor  contributing  to  this  improvement  was  the  introduction  of  the 
Accounting  and  Financial  Control  Manual  by  the  Office  of  the  Controller  and  compliance  with  its 
provisions  by  departments. 

Since  the  Auditor  General  reports  on  an  exception  basis,  the  contents  of  this  report  and  the 
foregoing  recommendations  for  improving  controls  over  the  handling  of  public  funds  or  protec- 
tion of  assets  should  not  obscure  the  fact  that  generally,  the  standards  of  control  in  departments 
and  provincial  agencies  are  satisfactory.  Neither  should  the  report  be  considered  an  adverse 
reflection  on  the  conscientious  efforts  of  the  several  thousand  employees  whose  work  was 
audited  during  the  year. 

6.0  ACKNOWLEDGEMENTS: 

6.1.1  I  join  the  Audit  Office  staff  in  extending  formal  congratulations  to  Miss  Monica  Erdell  and  Miss 
Monica  Holtforster  who  were  successful  in  the  September  1978  uniform  final  examination  of  The 
Canadian  Institute  of  Chartered  Accountants.  Similarily,  to  Michael  Aberant,  Brian  Scudder  and 
Victor  Wan  who  were  successful  in  the  September  1979  examination. 

6.1.2  In  May  1979,  Mr.  W.E.  (Bill)  Schell  retired  as  Senior  Assistant  Auditor  General.  Joining  the  Audit 
Office  as  a  junior  clerk  in  1944,  he  graduated  as  a  chartered  accountant  in  1950.  He  was  appointed 
Deputy  Provincial  Auditor  in  1966  and  Senior  Assistant  Auditor  General  on  April  1,  1978.  His 
former  colleagues  and  I  acknowledge  his  many  contributions  to  the  Audit  Office  over  the  years, 
and  wish  him  a  happy  and  well  earned  retirement. 
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APPENDIX  I 


Index  Page 

ADVANCED  EDUCATION  AND  MANPOWER  (see  section  2.1.6) 

Academic  Pension  Plan  Fund  of  the  University  of  Alberta   67-72 

Colleges: 

Grande  Prairie  Regional  College    73-79 

Grant  MacEwan  Community  College    80-85 

Lethbridge  Community  College    87-94 

Medicine  Hat  College    95-103 

Mount  Royal  College   105-112 

Red  Deer  College    113-122 

The  Banff  Centre  for  Continuing  Education    123-132 

Universities: 

Athabasca  University   133-140 

The  University  of  Alberta   141-155 

The  University  of  Calgary    157-166 

The  University  of  Lethbridge    167-176 

University  of  Alberta  —  Chembiomed  Ltd   177-183 

HOSPITALS  AND  MEDICAL  CARE  (see  section  2.1.6) 

Edmonton  Area  Hospital  Planning  Council  Fund    184-185 

Edmonton  Radiopharmaceutical  Centre    186-189 

Hospitals: 

Alberta  Children's  Provincial  General  Hospital    191-196 

Foothills  Provincial  General  Hospital    197-204 

Glenrose  Provincial  General  Hospital    205-210 

Provincial  Cancer  Hospitals   211-215 

University  of  Alberta  Hospital   217-224 

IRRIGATION  DISTRICTS  (see  section  2.1.3) 

Aetna  Irrigation  District   225-231 

Bow  River  Irrigation  District    233-242 

Eastern  Irrigation  District    243-251 

Leavitt  Irrigation  District   252-258 

Lethbridge  Northern  Irrigation  District   259-268 

Macleod  Irrigation  District    269-270 

Magrath  Irrigation  District    271-277 

Mountain  View  Irrigation  District   278-284 

Raymond  Irrigation  District    285-293 

Ross  Creek  Irrigation  District   294-299 

St.  Mary  River  Irrigation  District   301-311 

Taber  Irrigation  District   313-321 

United  Irrigation  District   323-331 

Western  Irrigation  District    333-341 

UTILITIES  AND  TELEPHONES  (see  section  2.1.5) 
The  Alberta  Government  Telephones  Employees'  Pension  and 

Death  Benefit  Fund    343-349 

'PACIFIC  WESTERN  AIRLINES  LTD   351-360 

*TWO  HILLS  CHEMICAL  COMPANY  LIMITED    361-366 


*Crown-controlled  organizations 
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ACADEMIC  PENSION  PLAN  FUND 
OF  THE  UNIVERSITY  OF  ALBERTA 
FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Members'  Accumulated  Fund 
Statement  of  Unallocated  Accumulated  Fund 
Notes  to  the  Financial  Statements 


To  the  Trustees  of  the 
Academic  Pension  Plan  Fund 
of  The  University  of  Alberta 

I  have  examined  the  balance  sheet  of  the  Academic  Pension  Plan  Fund  of  The  University  of 
Alberta  as  at  December  31,  1978  and  the  statements  of  members'  accumulated  fund  and 
unallocated  accumulated  fund  for  the  year  then  ended.  My  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards,  and  accordingly  included  such 
tests  and  other  procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the  Fund  as 
at  December  31, 1978  and  the  results  of  its  operations  for  the  year  then  ended  in  accordance 
with  generally  accepted  accounting  principles  applied  on  a  basis  consistent  with  that  of  the 
preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
November  16,  1979 


C.A. 

Auditor  General 


67 


ACADEMIC  PENSION  PLAN  FUND 
OF  THE  UNIVERSITY  OF  ALBERTA 

BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


Statement  A 


ASSETS 


Current: 
Cash 

Short  term  deposits 
Accounts  receivable 
Investment  income  receivable 
Accrued  interest 


Investments 


1978 

$  64,064 
1,645,000 
17,391 
45,569 
12,042 

1,784,066 


1977 

$ 

8,196,750 
52,167 
72,854 
513,724 

8,835,495 
55,438,492 


$    1,784,066       $  64,273,987 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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Statement  A  (continued) 

ACADEMIC  PENSION  PLAN  FUND 
OF  THE  UNIVERSITY  OF  ALBERTA 

BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


LIABILITIES  AND  EQUITY 

Current: 

Bank  indebtedness                                                                   $       —  $  29,997 

Accounts  payable  and  accrued  liabilities                                              70,929  8,151 

Due  to  brokers                                                                                —  259,270 

70,929  297,418 


Equity: 

Members' accumulated  fund,  Statement  B                                         859,007  59,069,310 

Unallocated  accumulated  fund,  Statement  C                                       854,130  4,907,259 

1,713,137  63,976,569 


$    1,784,066        $  64,273,987 
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Statement  B 


ACADEMIC  PENSION  PLAN  FUND 
OF  THE  UNIVERSITY  OF  ALBERTA 

STATEMENT  OF  MEMBERS'  ACCUMULATED  FUND 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


1978  1977 


The  University   The  University 

of  Alberta         of  Calgary  Total  Total 


Balance  at  beginning 

of  year  $  38,088,964  $  20,980,346  $  59,069,310  $  48,207,283 
Add:  (Note  4) 

Contributions  by  members  1,356,911  716,022  2,072,933  3,751,172 

Contributions  by  universities  1,732,809  1,004,105  2,736,914  5,080,256 
Interest  allocated  to 

members'  accounts  1,399,676  739,916  2,139,592  3,613,495 

4,489,396  2,460,043  6,949,439  12,444,923 


Deduct: 

Pension  payments                                     479,216  33,534  512,750  897,525 

Payments  to  beneficiaries                              —  30,623  30,623  87,825 

Refunds  to  members                                   32,878  6,186  39,064  23,314 

Transfers  to  other  pension  plans                  206,121  93,973  300,094  574,232 

718,215  164,316  882,531  1,582,896 


Net  increase  for  the  year  3,771,181  2,295,727  6,066,908  10,862,027 
Balance  before 

extraordinary  transfers  41,860,145       23,276,073  65,136,218  59,069,310 
Add:  Transfer  from  Unallocated 
Accumulated  Fund, 

Statement  C  (Note  3)  35,700              —  35,700  — 


Deduct:  Transfer  to  the  Province 

of  Alberta  (Note  2)  41,152,466       23,160,445  64,312,911 


41,895,845       23,276,073       65,171,918  59,069,310 


Balance  at  end  of  year  $      743,379    $      115,628    $      859,007    $  59,069,310 
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Statement  C 


ACADEMIC  PENSION  PLAN  FUND 
OF  THE  UNIVERSITY  OF  ALBERTA 

STATEMENT  OF  UNALLOCATED  ACCUMULATED  FUND 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


1978 

1977 

Profit  on 
Investment  Sales, 
Net 

Other 

Total 

Total 

Balance  at  beginning 
of  year 

$  3,780,407 

$ 

1,126,852 

$ 

4,907,259 

$ 

4,489,082 

Add: 
Dividend  income 
Interest  income 
Profit  on  investment  sales,  net 

324,327 

1,049,346 
1,644,548 

1,049,346 
1,644,548 
324,327 

1,468,186 
2,439,378 
329,561 

324,327 

2,693,894 

3,018,221 

4,237,125 

Deduct: 
Interest  allocated  to 

members'  accounts 
Portfolio  management 
Administration 
Actuarial  review 
Legal  fees 

— 
— 

2,139,591 
67,779 
63,253 
3,980 
522 

2,139,591 
67,779 
63,253 
3,980 
522 

3,613,495 
121,479 
61,462 
18,600 
3,912 

2,275,125 

2,275,125 

3,818,948 

Net  increase  for  the  year 

324,327 

418,769 

743,096 

418,177 

Balance  before  extraordinary 
transfers 

4,104,734 

1,545,621 

5,650,355 

4,907,259 

Deduct: 

Transfer  to  Members' 
Accumulated  Fund, 
Statement  B  (Note  3) 

Transfer  to  the  Province 
of  Alberta  (Note  2) 

4,104,734 

35,700 
655,791 

35,700 
4,760,525 

4,104,734 

691,491 

4,796,225 

Balance  at  end  of  year 

$ 

$ 

854,130 

$ 

854,130 

$ 

4,907,259 
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ACADEMIC  PENSION  PLAN  FUND 
OF  THE  UNIVERSITY  OF  ALBERTA 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 


Note  1  Authority 

The  Academic  Pension  Plan  of  The  University  of  Alberta,  authorized  by  The  Universities  Act, 
was  established  by  Order-in-Council  effective  August  1, 1964.  By  Deed  of  Trust  executed  July 
23, 1973,  administration  of  the  Plan  together  with  the  assets  and  liabilities  of  the  Pension  Fund 
were  transferred  to  Trustees  of  the  Governors  of  The  University  of  Alberta  effective  January  1, 
1973. 

Note  2     Change  in  Jurisdiction 

Pursuant  to  The  Universities  Academic  Pension  Act,  Chapter  36,  Statutes  of  Alberta  1978, 
effective  July  1, 1978  responsibility  for  benefits  under  Parts  I,  III  and  IV  of  the  Pension  Plan  was 
transferred  to  the  jurisdiction  of  the  Universities  Academic  Pension  Board  created  by  The 
Universities  Academic  Pension  Act,  and  title  to  the  assets  not  required  by  the  Trustees  to  meet 
any  liabilities  of  the  Pension  Plan  was  to  be  transferred  to  the  Province  of  Alberta.  Amounts 
transferred  during  the  year  are  reflected  in  these  financial  statements.  A  final  transfer  to  the 
Province  of  Alberta  will  be  made  upon  the  winding  up  of  Parts  II  and  V  of  the  Pension  Plan. 
Responsibility  for  benefits  under  Parts  II  and  V  remains  under  the  jurisdiction  of  the  Trustees. 
The  balance  of  the  Members'  Accumulated  Fund  as  at  December  31,  1978  therefore  relates 
only  to  members  under  Parts  II  and  V. 

Note  3     Reserve  for  Members,  Part  II 

On  the  recommendation  of  the  Trustees,  The  Board  of  Governors  of  The  University  of  Alberta 
resolved  that  a  bonus  should  be  paid  to  certain  members  under  Part  II.  An  amount  of  $35,700 
was  reserved  to  meet  the  estimated  cost  of  this  bonus. 

Note  4  Contributions 

Statement  B  records  contributions  and  interest  to  June  30  only  for  participants  under  Parts  I 
and  IV,  and  for  the  whole  year  for  participants  under  Parts  II  and  V.  Part  III  is  non-contributory. 

Note  5     Contingent  Liability 

The  U.S.  Internal  Revenue  Service  has  stated  that  taxes  should  have  been  withheld  by  U.S. 
agencies  in  certain  security  transactions  over  a  long  period  of  time.  Due  to  the  generality  of 
their  statement,  the  amount  of  the  liability  is  not  known  but  it  is  estimated  to  be  $250,000.  The 
Trustees  have  corresponded  with  the  U.S.  Internal  Revenue  Service,  but  have  not  acknow- 
ledged a  liability. 

Note  6     Actuarial  Review 

Section  8  (2)  of  the  Academic  Pension  Plan  requires  that  the  Trustees,  not  less  often  than  every 
three  years,  shall  cause  an  actuarial  review  of  the  operation  of  the  Plan  to  be  made  with  a  view 
to  ensuring  that  an  actuarial  estimate  of  the  future  operation  of  the  Plan  over  a  twenty-five 
year  period  indicates  that  future  annual  contributions  by  staff  members  and  the  Universities 
plus  the  interest  earned  on  the  Pension  Fund  will  exceed  annual  benefits  payable.  The  last 
such  review,  dated  August  26,  1 977,  reported  upon  the  status  of  the  Plan  as  at  December  31 , 
1976. 

Under  the  provisions  of  Section  24,  Subsection  6,  of  The  Universities  Act,  payment  of  all 
benefits  is  guaranteed  by  the  Province  of  Alberta. 
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GRANDE  PRAIRIE  REGIONAL  COLLEGE 


FINANCIAL  STATEMENTS 
JUNE  30,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue,  Expenditure  and 
Operating  Surplus 

Statement  of  Equity  in  Capital  Assets 

Statement  of  Restricted  Funds  Transactions 

Notes  to  the  Financial  Statements 


To  the  Board  of  Governors 

Grande  Prairie  Regional  College 

I  have  examined  the  balance  sheet  of  Grande  Prairie  Regional  College  as  at  June  30,  1978 
and  the  statements  of  revenue,  expenditure  and  operating  surplus,  equity  in  capital  assets 
and  restricted  funds  transactions  for  the  year  then  ended.  My  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards,  and  accordingly  included  such 
tests  and  other  procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the 
College  as  at  June  30,  1978  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
November  3,  1978 


C.A. 

Auditor  General 
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GRANDE  PRAIRIE  REGIONAL  COLLEGE 


BALANCE  SHEET 
AS  AT  JUNE  30,  1978 


ASSETS 


1978 


GENERAL  FUNDS 
Current 

Cash  $  39,801 

Short-term  deposits  350,000 

Accounts  receivable  50,229 

Bookstore  inventory  56,232 

Prepaid  expenses   1,249 

Total  current  assets  497,51 1 

Construction  in  progress  20,492 

Plant,  property  and  equipment, 

at  cost  (Note  3)  11,349,103 

Total  general  funds  11,867,106 


RESTRICTED  FUNDS 

Short-term  deposits  66,737 

Investments,  at  cost  16,500 

Due  from  general  funds  178,859 

Total  restricted  funds  262,096 

Total  $12,129,202 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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Statement  A  (continued) 

GRANDE  PRAIRIE  REGIONAL  COLLEGE 


BALANCE  SHEET 
AS  AT  JUNE  30,  1978 


LIABILITIES  AND  EQUITY 


GENERAL  FUNDS 
Current 

Accounts  payable 

Deferred  revenue 

Unexpended  capital  funds  (Note  4) 
Due  to  restricted  funds 

Total  current  liabilities 

Equity 

Operating  surplus,  Statement  B 
In  capital  assets,  Statement  C 

Total  equity 

Total  general  funds 


1978 


37,036 
35,155 
85,343 
178,859 


336,393 


141,315 
11,389,398 

11,530,713 
11,867,106 


1977 


102,389 
59,128 
90,905 

173,262 


425,684 


233,090 
11,068,421 

11,301,511 
11,727,195 


RESTRICTED  FUNDS 

Expendable  funds,  Statement  D 

Held  on  behalf  of  others,  Statement  D 

Total  restricted  funds 
Total 


250,054 
12,042 

 262,096 

$12,129,202 


244,344 
7,818 

252,162 
$11,979,357 
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Statement  B 

GRANDE  PRAIRIE  REGIONAL  COLLEGE 

STATEMENT  OF  REVENUE,  EXPENDITURE  AND  OPERATING  SURPLUS 
FOR  THE  YEAR  ENDED  JUNE  30,  1978 


REVENUE 


1978 

1977 

Government  of  the  Province  of  Alberta: 
Operating  grant 
Conditional  grants 

$  1,976,136 
394,000 

$  1,649,000 
514,217 

Government  of  Canada: 
Canada  Manpower  grants 

2,370,136 
855,237 

2,163,217 
773,087 

Tuition  fees 
Interest 

Industrial  education 
Rental  of  facilities 
Other 

3,225,373 
125,325 
55,028 
89,079 
16,896 
19,229 

2,936,304 
127,430 
98,717 
87,438 
14,200 
24,816 

Total  revenue 

EXPENDITURE 

3,530,930 

3,288,905 

Direct  instruction,  net  (Note  5) 

Industrial  education,  net  (Note  6) 

Support  services 

otuoeni  services,  nex  u*oie  i) 

New  programs 

Board  and  President 

Educational  management 

Financial  management 

Indirect  instruction 

Community  services,  net  (Note  8) 

Research  and  development 

1,247,247 
865,549 
637,093 
17ft  336 
167,771 
124,840 
122,048 
99,966 
98,958 
80,897 

994,837 
777,910 
601,638 

77  693 
315,976 
140,815 

74,016 
121,187 

99,814 

59,536 
8,878 

Total  expenditure 

3,622,705 

3,272,300 

Surplus  (deficit)  for  the  year 
Operating  surplus  at  beginning  of  year 

(91,775) 
233,090 

16,605 
216,485 

Operating  surplus  at  end  of  year 

$  141,315 

$  233,090 

GRANDE  PRAIRIE  REGIONAL  COLLEGE 

Statement  C 

STATEMENT  OF 

EQUITY  IN  CAPITAL  ASSETS 

FOR  THE  YEAR  ENDED  JUNE  30, 

1978 

1978 

1977 

Balance  at  beginning  of  year 
Add:  Purchase  of  capital  assets 

Capital  assets  provided  from  operations 

$11,068,421 
352,277 

$10,079,281 
986,304 
5,286 

Deduct:  Capital  assets  written  off 

11,420,698 
31,300 

11,070,871 
2,450 

Balance  at  end  of  year 

$11,389,398 

$11,068,421 
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GRANDE  PRAIRIE  REGIONAL  COLLEGE 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
JUNE  30,  1978 


Note  1  Authority 

Grande  Prairie  Regional  College  operates  under  the  authority  of  The  Colleges  Act,  Chapter 
56,  Revised  Statutes  of  Alberta  1970. 

Note  2     Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

(a)  General 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles,  except,  as  is  the  practice  of  most  Canadian  educational 
institutions,  no  attempt  is  made  to  recognize  the  ultimate  utilization  of  capital  assets 
through  providing  for  depreciation. 

(b)  Fund  Accounting 

Inasmuch  as  limitations  and  restrictions  are  placed  on  the  use  of  resources,  the  accounts 
of  the  College  are  maintained  in  accordance  with  the  principles  of  fund  accounting,  a 
procedure  whereby  resources  are  classified  for  accounting  and  reporting  purposes  in 
accordance  with  specified  activities  or  objectives. 

For  financial  reporting  purposes,  accounts  with  similar  characteristics  have  been 
combined  into  the  following  major  fund  groupings: 

—  General  funds  (capital  and  operating) 

—  Restricted  funds 

(c)  Bookstore  Inventory 

Bookstore  inventory  is  valued  at  the  lower  of  cost  or  estimated  net  realizable  value. 

Note  3     Plant,  Property  and  Equipment 

Plant,  property  and  equipment  are  summarized  as  follows: 


Land  and  improvements 
Buildings 

Furniture  and  equipment 
Leasehold  improvements 


1978 

$  1,194,982 
7,730,407 
2,346,436 
77,278 

$11,349,103 


1977 

$  1,139,344 
7,543,700 
2,176,403 
77,278 

$10,936,725 


Note  4     Unexpended  Capital  Funds 

Unexpended  capital  funds  are  detailed  as  follows: 


Balance  at  beginning 
of  year 

Add: 

Capital  grants  from  the 
Dept.  of  Advanced 
Education  and 
Manpower 

Proceeds  from  disposal 
of  fixed  assets 

Deduct:  Purchase  of 
capital  assets 


Capital 
Grants 


$  89,730 


341,540 

431,270 
352,277 


Other 


$  1,175 


5,175 


6,350 


1978 
Total 

$  90,905 


341,540 

5,175 
437,620 

352,277 


1977 
Total 

$  883,929 


192,105 

1,175 
1,077,209 

986,304 


$  78,993 


$  6,350 


$  85,343 


$  90,905 
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Interest  earned  on  the  investment  of  unexpended  capital  funds  is  treated  as  operating 
revenue  and  is  reflected  in  the  Statement  of  Revenue,  Expenditure  and  Operating  Surplus. 

Note  5     Direct  Instruction,  Net 

Direct  instruction,  net  is  summarized  hereunder: 


1978  1977 


Total  expenditure  $  1,274,490         $  1,031,406 

Less:  Conservatory  fees  27,243  36  569 

Net  expenditure  $  1,247,247         $  994,837 


Note  6     Industrial  Education,  Net 

Industrial  education,  net  is  summarized  hereunder: 

Total  expenditure 

Less:  Revenue: 
Shop 

Room  and  Board 


1978 

$887,242 


16,735 
4,958 

21,693 


1977 

$800,929 

14,751 
8,268 

23,019 


$865,549 


$777,910 


Note  7     Student  Services,  Net 
Student  services,  net  is 

Total  expenditure 
Less:  Bookstore  sales 

Net  expenditure 


summarized  hereunder: 


1978  1977 

$262,188  $162,342 

83,852  84,649 

$178,336  $  77,693 


Note  8     Community  Services,  Net 

Community  services,  net  is  summarized  hereunder: 

Total  expenditure 

Less:  Revenue: 

Tuition  fees  and  recoveries 

Auditorium 

Other 


1978 

$154,282 

58,735 
8,928 
5,722 

73,385 


1977 

$127,127 

51,415 
10,431 
5,745 

67,591 


Net  expenditure 


$  80,897 


$  59,536 


Note  9     Sales  Tax  Rebate 

This  amount  represents  sales  tax  rebates  on  the  construction  of  Phase  One  of  the  Grande 
Prairie  Regional  College  campus  and  is  held  pending  a  decision  by  the  Department  of 
Advanced  Education  and  Manpower  as  to  its  ultimate  disposition. 


Note  10   Anti-Inflation  Program 

Pursuant  to  an  agreement  dated  February  18,  1976,  as  amended,  between  the  Government 
of  the  Province  of  Alberta  and  the  Government  of  Canada,  the  College  was  subject  to 
controls  on  compensation  paid  to  its  employees  as  specified  in  The  Anti-Inflation  Act. 
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GRANT  MacEWAN  COMMUNITY  COLLEGE 
FINANCIAL  STATEMENTS 
JUNE  30,  1978 


Auditor's  Report 


Balance  Sheet 


Statement  of  Revenue,  Expenditure  and  Operating  Surplus 
Statement  of  Equity  in  Capital  Assets 


Statement  of  Restricted  Funds  Transactions 


Notes  to  the  Financial  Statements 


AUDITOR'S  REPORT 


To  the  Board  of  Governors 

Grant  MacEwan  Community  College 
Edmonton,  Alberta 

I  have  examined  the  balance  sheet  of  the  Grant  MacEwan  Community  College  as  at  June 
30,  1978  and  the  statements  of  revenue,  expenditure  and  operating  surplus,  equity  in 
capital  assets  and  restricted  funds  transactions  for  the  year  then  ended.  My  examination 
was  made  in  accordance  with  generally  accepted  auditing  standards,  and  accordingly 
included  such  tests  and  other  procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the 
College  as  at  June  30,  1978  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


Edmonton,  Alberta 
December  1,  1978 


C.A. 

Auditor  General 


80 


GRANT  MacEWAN  COMMUNITY  COLLEGE 

BALANCE  SHEET 
AS  AT  JUNE  30,  1978 


Statement  A 


ASSETS 


GENERAL  FUNDS 
Current 
Cash 

Short-term  deposits 
Accounts  receivable 
Inventories  (Note  3) 
Deposits  and  prepaid  expenses 

Total  current  assets 

Plant,  property  and  equipment, 
at  cost  (Note  4) 

Total  general  funds 


1978 


7,585 
800,000 
373,698 
81,547 

3,500 

1,266,330 


11,854,629 
13,120,959 


1977 


25,031 
900,000 
253,950 
159,113 
250 

1,338,344 


11,132,368 
12,470,712 


RESTRICTED  FUNDS 
Cash 

Short-term  deposits 


Total  restricted  funds 
Total 


16,645 
15,000 


31,645 


$13,152,604 


14,463 
10,000 


24,463 


$12,495,175 


LIABILITIES  AND  EQUITY 


GENERAL  FUNDS 
Current 

Accounts  payable 

Accrued  vacation  salaries  payable 

Deferred  revenue 

Unexpended  capital  funds  (Note  5) 
Total  current  liabilities 

Equity 

Operating  surplus  (deficit),  Statement  B 
Continuing  education  development  reserve  (Note  8) 
In  capital  assets,  Statement  C 


1978 


246,048 
447,857 
130,778 
473,370 


Total  equity 

Total  general  funds 


1,298,053 


(90,914) 
59,191 
11,854,629 

11,822,906 
13,120,959 


1977 


$  359,921 
367,810 
3,490 
529,150 

1,260,371 


77,973 

11,132,368 
11,210,341 
12,470,712 


RESTRICTED  FUNDS 
Expendable  funds,  Statement  D 

Total  restricted  funds 
Total 

The  accompanying  notes  are  part 
of  these  financial  statements. 


31,645 


31,645 


$13,152,604 


24,463 


24,463 


$12,495,175 
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Statement  B 

GRANT  MacEWAN  COMMUNITY  COLLEGE 

STATEMENT  OF  REVENUE,  EXPENDITURE  AND  OPERATING  SURPLUS 
FOR  THE  YEAR  ENDED  JUNE  30,  1978 

REVENUE 


1  Q~7Q 

iy  la 

Government  of  the  Province  of  Alberta: 

Operating  grant 

$  5,990,308 

$  5,252,000 

Conditional  grants  —  new  programs 

105,234 

236,900 

c  nnc  c  a o 
b,Uyb,b4z 

b, 488,900 

Tuition  fees  and  nroiert  revenue 

1,356,137 

1,057,154 

Ir-itprpct 

Mil  V— '  1   \J  O  L 

62,247 

1 15,772 

npfprrprj  Mahilitv  fnroiven  (Note  6) 

23,423 

Si  i  ndrv 

u  u  m  u  i  y 

107,241 

109  419 

Total  revenue 

7,644,590 

6,771,245 

EXPENDITURE 

Administration : 

Plant  and  development 

851,788 

893,302 

Finance 

236,1 98 

274,41 2 

Student  affairs 

235,223 

212,527 

Administrative  affairs 

207,065 

339,785 

Office  of  the  President 

206,236 

169,925 

Increase  in  accrued  vacation  salaries  payable 

80,046 

33,132 

Board  of  Governors 

38,391 

34,456 

General 

76,225 

77,029 

1,931,172 

2,034,568 

Instructional : 

Millwoods  Campus 

1,386,451 

1,21 1,237 

Continuing  Education  Division 

1,019,862 

810,237 

Academic  services 

873,336 

601,51 1 

Assumption  Campus 

689,435 

615,428 

Jasper  Place  Campus 

645,095 

562,403 

Cromdale  Campus 

439,017 

438,084 

Learning  Resources  Centre 

357,572 

339,655 

Dean  of  Academic  Affairs 

yi  ,21  / 

bb,400 

General 

244,131 

179,346 

5,746,116 

4,814,301 

Ancillary  services  (Note  7) 

76,998 

21,398 

Total  expenditure 

7,754,286 

6,870,267 

Deficit  for  the  year 

(109,696) 

(99,022 

Operating  surplus  at  beginning  of  year 

77,973 

176,995 

Deduct:  Transferred  to  continuing  education 

development  reserve  (Note  8) 

59,191 

18,782 

176,995 

Operating  surplus  (deficit)  at  end  of  year 

$  (90,914) 

$  77,973 

- 
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GRANT  MacEWAN  COMMUNITY  COLLEGE 

STATEMENT  OF  EQUITY  IN  CAPITAL  ASSETS 
FOR  THE  YEAR  ENDED  JUNE  30,  1978 


Statement  C 


Balance  at  beginning  of  year 
Add:  Purchase  of  capital  assets 

Deduct:  Capital  assets  written  off 
Balance  at  end  of  year 


1978 

$11,132,368 
763,813 

11,896,181 
41,552 

$11,854,629 


1977 

$10,357,879 
774,489 

11,132,368 


$11,132,368 


GRANT  MacEWAN  COMMUNITY  COLLEGE 

STATEMENT  OF  RESTRICTED  FUNDS  TRANSACTIONS 
FOR  THE  YEAR  ENDED  JUNE  30,  1978 


Statement  D 


Add 


EXPENDABLE  FUNDS 
Scholarship  trust  fund 
Special  revenue 
development  fund 


Balance  at 
Beginning  of  Year  Contributions 


$  24,418 

 45 

$  24,463 


$  19,912 


$  19,912 


Interest  on 
Investments 


$  1,597 

 3 

$  1,600 


Deduct 
Expenditure 

$  14,330 
$  14,330 


Balance  at 
End  of  Year 


$  31,597 

 48 

$  31,645 
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GRANT  MacEWAN  COMMUNITY  COLLEGE 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
JUNE  30,  1978 


Note  1  Authority 

Grant  MacEwan  Community  College  operates  under  the  authority  of  The  Colleges  Act, 
Chapter  56,  Revised  Statutes  of  Alberta  1970. 


Note  2     Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

(a)  General 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles,  except,  as  is  the  practice  of  most  Canadian  educational 
institutions,  no  attempt  is  made  to  recognize  the  ultimate  utilization  of  capital  assets 
through  providing  for  depreciation. 

(b)  Fund  Accounting 

Inasmuch  as  limitations  and  restrictions  are  placed  on  the  use  of  resources,  the  accounts 
of  the  College  are  maintained  in  accordance  with  the  principles  of  fund  accounting,  a 
procedure  whereby  resources  are  classified  for  accounting  and  reporting  purposes  in 
accordance  with  specified  activities  or  objectives. 

For  financial  reporting  purposes,  accounting  with  similar  characteristics  have  been 
combined  into  the  following  major  fund  groupings: 

—  General  funds  (capital  and  operating) 

—  Restricted  funds 

(c)  Accrued  Vacation  Salaries  Payable 

The  College  has  adopted  the  reporting  practice  whereby  the  net  increase  in  accrued 
vacation  salaries  payable,  previously  charged  to  each  department,  is  now  shown 
separately  as  an  administration  expense.  The  1977  comparative  figures  have  been 
restated  where  necessary  to  reflect  this  change. 


Note  3  Inventories 

Inventories,  which  are  valued  at  the  lower  of  cost  (as  determined  on  a  first-in,  first-out  basis) 
or  estimated  net  realizable  value,  are  summarized  hereunder: 

1978  1977 

Bookstore                                                                           $  52,764  $129,185 

Operating  supplies                                                                  28,783  29,928 

$  81,547  $159,113 


Note  4     Plant,  Property  and  Equipment 

Plant,  property  and  equipment  is  summarized  as  follows: 


1978  1977 


Land                                                                               $     561,775  $  561,775 

Buildings                                                                            8,048,820  7,742,067 

Furniture  and  equipment                                                     2,708,774  2,379,336 

Library  books                                                                     443,753  357,683 

Leasehold  improvements                                                       91 ,507  91 ,507 

$11,854,629  $11,132,368 


Note  5     Unexpended  Capital  Funds 

Unexpended  capital  funds  are  detailed  as  follows: 
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1978 


1977 


Note  6 


Note  7 


Note  8 


Balance  at  beginning  of  year 

Add:  Capital  grants  from  the 

Department  of  Advanced 
Education  and  Manpower 

Add:  Deferred  liability  forgiven  (Note  6) 

Deduct:  Purchase  of  capital  assets 
Balance  at  end  of  year 


$     529,150  $  894,866 


624,866 
83,167 

1,237,183 
763,813 

$  473,370 


408,773 


1,303,639 
774,489 

$  529,150 

Interest  earned  on  the  investment  of  unexpended  funds  is  treated  as  operating  revenue  and 
accordingly  is  reflected  in  the  Statement  of  Revenue,  Expenditure  and  Operating  Surplus. 
Deferred  Liabilities  Forgiven 

During  the  year  ended  June  30,  1978,  the  College  was  released  from  the  obligation  to  repay 
the  Department  of  Advanced  Education  and  Manpower  an  overpayment  of  1975  76 
operating  grants  in  the  amount  of  $23,423  and  an  overpayment  of  1973  74  capital  grants  in 
the  amount  of  $83,167. 

Ancillary  Services 

Ancillary  services  are  detailed  as  follows: 


Day  Care  Centre 
Revenue 
Expenses 


Millwoods: 


Excess  of  expenses  over  revenue 

Bookstores: 
Revenue 
Cost  of  sales 

Gross  Margin 
Expenses 

Excess  of  expenses  over  revenue 

Food  Services  Commission 

Total  excess  of  expenditure  over  revenue 
Continuing  Education  Development  Reserve 


1978 

$  93,047 
133,271 

40,224 


191,457 
152,833 

38,624 
75,398 

36,774 


$  76,998 


1977 

$  82,169 
102,664 

20,495 


170,369 
132,211 

38,158 
39,481 

1,323 


<420> 


$  21,398 


In  accordance  with  Board  policy,  a  portion  of  the  College's  operating  surplus  generated  by 
the  Continuing  Education  Division  has  been  allocated  to  a  reserve  for  future  development. 

Note  9  Commitments 

As  at  June  30,  1978  the  College  had  commitments  totalling  $206,814  (1977  -  $55,000)  with 
respect  to  the  purchase  of  capital  assets. 

Note  10   Contingent  Liability 

At  June  30,  1978  the  College  was  named  as  defendent  in  a  legal  action  for  breach  of  an 
employment  contract.  No  provision  has  been  made  in  the  accounts  for  any  potential  direct 
or  contingent  liability  arising  from  this  action. 

Note  11    Subsequent  Events 

On  October  10,  1978  the  College  was  granted  approval  to  proceed  with  construction  of  a  new 
Jasper  Place  Campus.  The  all  inclusive  costs  of  this  campus  are  not  to  exceed  $12,500,000. 
The  project  is  expected  to  take  three  years  to  complete. 

Note  12   Anti-Inflation  Program 

Pursuant  to  an  agreement  dated  February  18,  1976,  as  amended,  between  the  Government 
of  the  Province  of  Alberta  and  the  Government  of  Canada,  the  College  was  subject  to 
controls  on  compensation  paid  to  its  employees  as  specified  in  The  Anti-Inflation  Act. 
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LETHBRIDGE  COMMUNITY  COLLEGE 


FINANCIAL  STATEMENTS 
JUNE  30,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue,  Expenditure  and 
Operating  Surplus 

Statement  of  Equity  in  Capital  Assets 

Statement  of  Restricted  Funds  Transactions 

Notes  to  the  Financial  Statements 


To  the  Board  of  Governors 

Lethbridge  Community  College 

I  have  examined  the  balance  sheet  of  Lethbridge  Community  College  as  at  June  30,  1978 
and  the  statements  of  revenue,  expenditure  and  operating  surplus,  equity  in  capital  assets 
and  restricted  funds  transactions  for  the  year  then  ended.  My  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards,  and  accordingly  included  such 
tests  and  other  procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the 
College  as  at  June  30,  1978  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
September  5,  1978 


C.A. 

Auditor  General 
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LETHBRIDGE  COMMUNITY  COLLEGE 

BALANCE  SHEET 
AS  AT  JUNE  30,  1978 


Statement  A 


ASSETS 


GENERAL  FUNDS 
Current 
Cash 

Short  term  deposits 
Accounts  receivable 
Accrued  interest 
Inventories  (Note  3) 
Prepaid  expenses 

Total  current  assets 

Plant,  property  and  equipment, 
at  cost  (Note  4) 


1978 

$  1,525 
980,000 
209,294 
3,930 
153,472 

1,348,221 
12,133,185 


1977 


1,625 
1,065,000 
192,577 

5,595 
135,095 

1,230 

1,401,122 


10,976,751 


Total  general  funds 


13,481,406 


12,377,873 


RESTRICTED  FUNDS 
Cash 

Short  term  deposits 
Accounts  receivable 
Accrued  interest 
Due  from  general  funds 

Total  restricted  funds 
Total 


50,353 
599,320 
5,378 
1,659 

656,710 
$14,138,116 


34,151 
910,407 

82,426 
3,766 
198,351 

1,229,101 
$13,606,974 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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Statement  A  (continued) 

LETHBRIDGE  COMMUNITY  COLLEGE 


BALANCE  SHEET 
AS  AT  JUNE  30,  1978 


LIABILITIES  AND  EQUITY 


1978 


1977 


GENERAL  FUNDS 
Current 

Bank  indebtedness 

Accounts  payable 

Deferred  revenue 

Unexpended  capital  funds  (Note  5) 
Due  to  restricted  funds 

Total  current  liabilities 

Equity 

Operating  surplus,  Statement  B 
In  capital  assets,  Statement  C 
Replacement  funds 

Total  equity 

Total  general  funds 


$  78,014 
329,678 
23,842 
484,181 


915,715 


414,380 
12,136,113 
15,198 

12,565,691 
13,481,406 


$  17,444 
190,295 
17,470 
349,143 
198,351 

772,703 


610,325 
10,979,679 
15,166 

11,605,170 
12,377,873 


RESTRICTED  FUNDS 
Accounts  payable 
Endowment  funds,  Statement  D 
Expendable  funds,  Statement  D 
Held  on  behalf  of  others,  Statement  D 

Total  restricted  funds 
Total 


59,518 
448,606 
148,586 

656,710 
$14,138,116 


57,978 
54,875 
991,694 
124,554 

1,229,101 

$13,606,974 
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Statement  B 

LETHBRIDGE  COMMUNITY  COLLEGE 

STATEMENT  OF  REVENUE,  EXPENDITURE  AND  OPERATING  SURPLUS 
FOR  THE  YEAR  ENDED  JUNE  30,  1978 

REVENUE 


1978 

1977 

Government  of  the  Province  of  Alberta: 

Operating  grant 
Government  of  Canada: 

v_dlldUd    I VI  d  1 1  pu  wcl  yidill 

$  3,706,502 

$  3,312,000 
/ou,you 

Tuition  fees 
Rental  of  facilities 
Interest 
Other 

A  QQfi 

297,302 
133,756 
58,009 
23,594 

&  OQ9  PRO. 

260,967 
175,622 
49,737 
20,292 

5,045,557 

4,599,568 

EXPENDITURE 

Direct  instruction 
Support  services 
Indirect  instruction 

Financial  and  administrative  management 

Student  affairs,  net  (Note  6) 

Educational  management 

Board  and  President 

Athletic  department 

Community  services,  net  (Note  7) 

2,798,586 
968,860 
320,814 
284,444 
272,519 
247,550 
118,380 
81,720 
(47,334) 

2,302,464 
762,828 
220,441 
258,588 
243,876 
21 2,007 
1 64,342 
82,985 
(35,980) 

5,045,539 

4,211,551 

Excess  of  revenue  over  expenditure 

ueauci.   i  ransierrea  to  lerminauon  saDDaucai  trust 

18 

388,017 
zbo,oUU 

Surplus  for  the  year 

Ooeratina  surolus  at  beainnina  of  vear 

18 

610  325 

122,217 
488  108 

^UU  /  I  uu 

Deduct:  Transferred  to  other  projects  (Note  8) 

610,343 
195,963 

610,325 

Operating  surplus  at  end  of  year 

$  414,380 

$  610,325 

LETHBRIDGE  COMMUNITY  COLLEGE 

Statement  C 

STATEMENT  OF  EQUITY  IN  CAPITAL  ASSETS 
FOR  THE  YEAR  ENDED  JUNE  30,  1978 

1978 

197/ 

Balance  at  beginning  of  year 
Add:  Purchase  of  capital  assets 

Capital  assets  provided  from 
restricted  funds 

$10,979,679 
707,008 

591,396 

$10  000  573 
1,462,497 

331,165 

Deduct:  Capital  assets  written  off  (Note  9) 

12,278,083 
141,970 

11,794,235 
814,556 

Balance  at  end  of  year 

$12,136,113 

$10,979,679 
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LETHBRIDGE  COMMUNITY  COLLEGE 
NOTES  TO  THE  FINANCIAL  STATEMENTS 


JUNE  30,  1978 


Note  1  Authority 

Lethbridge  Community  College  operates  under  the  authority  of  The  Colleges  Act,  Chapter 
56,  Revised  Statutes  of  Alberta  1970. 

Note  2     Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

(a)  General 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except: 

(i)  As  is  the  practice  of  most  Canadian  educational  institutions,  no  attempt  is  made  to 
recognize  the  ultimate  utilization  of  capital  assets  through  providing  for  deprecia- 
tion. 

(ii)  Accounts  payable  included  estimated  purchase  orders  outstanding  in  the  amount  of 
$91,685  (1977  —  $58,292). 

(b)  Fund  Accounting 

Inasmuch  as  limitations  and  restrictions  are  placed  on  the  use  of  resources,  the  accounts 
of  the  College  are  maintained  in  accordance  with  the  principles  of  fund  accounting,  a 
procedure  whereby  resources  are  classified  for  accounting  and  reporting  purposes  in 
accordance  with  specified  activities  or  objectives. 

For  financial  reporting  purposes,  accounts  with  similar  characteristics  have  been 
combined  into  the  following  major  fund  groupings: 

—  General  funds  (capital  and  operating) 

—  Restricted  funds 


Note  3  Inventories 

Inventories,  which  are  valued  at  the  lower  of  cost  or  estimated  net  realizable  value,  are 
summarized  hereunder: 

1978  1977 

Bookstore                                                               $    101,647  $  94,911 

Cafeteria                                                                    51,825  40,184 

$     153,472  $  135,095 


Note  4     Plant,  Property  and  Equipment 

Plant,  property  and  equipment  are  summarized  as  follows: 


1978  1977 


Land  and  buildings                                                  $  9,578,629  $  8,665,738 

Furnishings  and  equipment                                          2,470,974  2,230,141 

Automotive                                                                   83,582  80,872 

$12,133,185  $10,976,751 
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Note  5     Unexpended  Capital  Funds 

Unexpended  capital  funds  are  detailed  as  follows: 

Capital  1978  1977 

Grants  Other                 Total  Total 

Balance  at  beginning 

of  year                                 $237,377  $111,766        $    349,143       $  1,384,131 

Add: 
Capital  grants 
from  the  Dept. 
of  Advanced  Education 

and  Manpower                        633,752  633,752  364,456 
Transfer  from: 

Operating  surplus                      —  172,970             172,970  — 

Unexpended  interest                 62,535  —  62,535 

Sales  tax  refund                          —  9,844               9,844  — 

Interest  earned                             —  25,480              25,480  63,053 

933,664  320,060           1,253,724  1,811,640 


Deduct: 
Purchase  of 

capital  assets  543,465         163,543  707,008  1,462,497 

Transfer  to 

capital  grants  —  62,535  62,535  — 


543,465  226,078  769,543  1,462,497 


Balance  at  end  of  year  $390,199       $  93,982       $    484,181        $  349,143 

These  funds  are  held  for  the  completion  of  capital  projects  currently  in  progress. 


Note  6     Student  Affairs,  Net 

Student  affairs,  net  is  summarized  hereunder: 

Total  expenditure 

Less:  Revenue 

Bookstore  sales 
Cafeteria 
Meat  technology 
Day  care  centre 
Health  centre 


1978 

$762,043 

230,604 
191,482 
51,490 
8,667 
7,281 

489,524 


1977 

$648,287 

203,402 
154,567 
39,764 
6,678 

404,41 1 


Net  expenditure 


$272,519 


$243,876 


Note  7     Community  Services,  Net 

Community  Services,  net  is  summarized  hereunder: 


Total  expenditure 

Less:  Tuition  fees  and  recoveries 


1978 

$498,809 
546,143 


1977 

$383,235 
419,215 


Net  expenditure 


$  (47,334) 


$  (35,980) 
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Note  8     Transferred  to  Other  Projects 

The  following  amounts  were  transferred  from  operating  surplus  and  allocated  to  other 
projects: 

Transferred  to  capital  funds  re: 

—  purchase  of  land  $124,970 

—  microfilm  student  records  18,000 

—  refurbish  and  secure  Buchanan  collection  30,000 

172,970 

Legal  action  settlement  21 ,301 

Prior  service  pension  1,692 

$195,963 

Note  9     Capital  Assets  Written  Off 

Represents  an  adjustment  for  disposed  of,  damaged  or  obsolete  furniture  and  equipment 
and  to  reduce  the  cost  of  vehicles  purchased  in  1962  and  1967  to  zero  balance. 

Note  10  Anti-Inflation  Program 

Pursuant  to  an  agreement  dated  February  18,  1976,  as  amended,  between  the  Government 
of  the  Province  of  Alberta  and  the  Government  of  Canada,  the  College  was  subject  to 
controls  on  compensation  paid  to  its  employees  as  specified  in  The  Anti-Inflation  Act. 
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MEDICINE  HAT  COLLEGE 
FINANCIAL  STATEMENTS 
JUNE  30,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue,  Expenditure  and 
Operating  Surplus 

Statement  of  Equity  in  Capital  Assets 

Statement  of  Restricted  Funds  Transactions 

Notes  to  the  Financial  Statements 


To  the  Board  of  Governors 
Medicine  Hat  College 

I  have  examined  the  balance  sheet  of  Medicine  Hat  College  as  at  June  30,  1978  and  the 
statements  of  revenue,  expenditure  and  operating  surplus,  equity  in  capital  assets  and 
restricted  funds  transactions  for  the  year  then  ended.  My  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards,  and  accordingly  included  such 
tests  and  other  procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the 
College  as  at  June  30,  1978  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
July  19,  1978 


C.A. 

Auditor  General 
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MEDICINE  HAT  COLLEGE 

BALANCE  SHEET 
AS  AT  JUNE  30,  1978 


Statement  A 


ASSETS 


GENERAL  FUNDS 
Current 
Cash 

Short  term  deposits 
Accounts  receivable 
Inventories  (Note  3) 
Prepaid  expenses 

Total  current  assets 


1978 


21,946 
320,000 
45,535 
42,512 

429,993 


1977 


25,588 
435,000 
23,728 
57,910 
5,593 

547,819 


Plant,  property  and  equipment, 
at  cost  (Note  4) 

Total  general  funds 


7,478,863 
7,908,856 


6,802,269 
7,350,088 


RESTRICTED  FUNDS 
Cash 

Investments,  at  cost  (approximate  market  value: 

1978  -  $221,310;  1977  -  $224,540) 
Due  from  general  funds 

Total  restricted  funds 
Total 


215 

214,678 
107,792 

322,685 
$  8,231,541 


215 

214,678 
117,201 

332,094 
$  7,682,182 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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MEDICINE  HAT  COLLEGE 


Statement  A  (continued) 


BALANCE  SHEET 
AS  AT  JUNE  30,  1978 


LIABILITIES  AND  EQUITY 


1978  1977 


GENERAL  FUNDS 
Current 

Accounts  payable  $     114,469  $  90,390 

Deferred  revenue  —  3,947 

Unexpended  capital  funds  (Note  5)  (50,582)  49,776 
Principal  due  within  one  year 

on  agreement  for  sale  (Note  6)  75,000  — 

Due  to  restricted  funds  107,792  117,201 

Total  current  liabilities  246,679  261,314 

Agreement  for  sale  (Note  6)   100,000  — 

Equity 

Operating  surplus,  Statement  B  258,314  286,505 

In  capital  assets,  Statement  C  7,303,863  6,802,269 

Total  equity  7,562,177  7,088,774 

Total  general  funds  7,908,856  7,350,088 


RESTRICTED  FUNDS 
Endowment  funds,  Statement  D 
Expendable  funds,  Statement  D 


Total  restricted  funds 
Total 


32,287 
290,398 


33,996 
298,098 


322,685 


332,094 


$  8,231,541 


$  7,682,182 
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Statement  B 


MEDICINE  HAT  COLLEGE 


STATEMENT  OF  REVENUE,  EXPENDITURE  AND  OPERATING  SURPLUS 
FOR  THE  YEAR  ENDED  JUNE  30,  1978 


REVENUE 


Government  of  the  Province  of  Alberta: 
Operating  grant 

Alberta  Vocational  Training  grant 

Government  of  Canada: 
Canada  Manpower  grants 

Tuition  fees 

Interest 

Other 


1978 


$  2,074,085 
164,641 

2,238,726 

328,990 

2,567,716 
146,096 
44,297 
3,128 


1977 


$  1,871,000 
129,996 

2,000,996 

296,331 

2,297,327 
105,748 
42,121 
28,460 


Total  revenue 


2,761,237 


2,473,656 


EXPENDITURE 


Direct  instruction 
Support  services 

Community  services,  net  (Note  7) 

Student  affairs,  net  (Note  8) 

Financial  and  administrative  management 

Indirect  instruction 

Board  and  President 

Educational  management 

Total  expenditure 
Excess  of  revenue  over  expenditure 

Deduct:  Transferred  to  restricted  funds: 

—  summer  sabbatical 

—  faculty  and  fine  arts  development 

—  scholarships 


Surplus  for  the  year 

Operating  surplus  at  beginning  of  year 


Deduct:  Transferred  to  capital  funds 
Operating  surplus  at  end  of  year 


1,162,043 
505,494 
395,657 
201,216 
120,037 
112,189 
109,506 
73,966 

2,680,108 
81,129 


10,500 
7,820 
11,000 

29,320 

51,809 
286,505 

338,314 
80,000 

$  258,314 


945,450 
489,310 
333,190 
124,016 
152,766 
126,726 
88,239 
47,710 

2,307,407 
166,249 


9,288 
5,000 

14,288 

151,961 
134,544 

286,505 


$  286,505 
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MEDICINE  HAT  COLLEGE 

STATEMENT  OF  EQUITY  IN  CAPITAL  ASSETS 
FOR  THE  YEAR  ENDED  JUNE  30,  1978 


Statement  C 


Balance  at  beginning  of  year 
Add:  Purchase  of  capital  assets 

Agreement  principal  repayment 


1978 

$  6,802,269 
426,594 
75,000 


1977 

$  6,330,279 
471,990 


Balance  at  end  of  year 


$  7,303,863 


$  6,802,269 
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MEDICINE  HAT  COLLEGE 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
JUNE  30,  1978 

Note  1  Authority 

Medicine  Hat  College  operates  under  the  authority  of  The  Colleges  Act,  Chapter  56,  Revised 
Statutes  of  Alberta  1970. 

Note  2     Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

(a)  General 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except: 

(i)  As  is  the  practice  of  most  Canadian  educational  institutions,  no  attempt  is  made  to 
recognize  the  ultimate  utilization  of  capital  assets  through  providing  for  deprecia- 
tion. 

(ii)  No  attempt  is  made  by  the  Board  to  account  for  disposals  of  fixed  assets  by 
removing  the  book  value  of  such  assets  from  the  plant,  property  and  equipment  and 
equity  in  capital  assets  accounts. 

(iii)  Accounts  payable  include  estimated  purchase  orders  outstanding  in  the  amount  of 
$27,238  (1977  -  $19,687). 

(iv)  Investment  income  is  recognized  on  a  cash  basis. 

(b)  Fund  Accounting 

Inasmuch  as  limitations  and  restrictions  are  placed  on  the  use  of  resources,  the  accounts 
of  the  College  are  maintained  in  accordance  with  the  principles  of  fund  accounting,  a 
procedure  whereby  resources  are  classified  for  accounting  and  reporting  purposes  in 
accordance  with  specified  activities  or  objectives. 

For  financial  reporting  purposes,  accounts  with  similar  characteristics  have  been 
combined  into  the  following  major  fund  groupings: 

—  General  funds  (capital  and  operating) 

—  Restricted  funds 

Note  3  Inventories 

Inventories,  which  are  valued  at  the  lower  of  cost  or  estimated  net  realizable  value,  are 
summarized  hereunder: 

1978  1977 

Bookstore                                                                           $  34,670  $  33,910 

Cafeteria                                                                              3,045  3,280 

Welding  van  20,720 

Automobile                                                                             4,797  — 

$  42,512  $  57,910 


Cost  recoveries  in  the  amount  of  $20,720  have  been  credited  to  the  welding  van  account 
during  the  year. 

Charges  to  College  operating  departments  in  the  amount  of  $3,603  have  been  credited  to  the 
automobile  account  during  the  year. 
Note  4     Plant,  Property  and  Equipment 

Plant,  property  and  equipment  is  summarized  as  follows: 

1978  1977 

Grounds  and  grounds  equipment                                     $  1,438,509  $  1,165,084 

Buildings                                                                           4,313,997  4,064,343 

400  metre  track                                                                      47,751  47,751 

Furniture  and  equipment                                                     1,131,272  1,041,671 

Library  books  and  periodicals                                              547,334  483,420 

$  7,478,863  $  6,802,269 
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Note  5     Unexpended  Capital  Funds 

Unexpended  capital  funds  are  detailed  as  follows: 


Balance  at  beginning  of  year 

Add:  Grants  from  the  Department  of  Advanced 
Education  and  Manpower 
Proceeds  from  disposal  of  capital  assets 
Transferred  from  community  services  fund 
Transferred  from  surplus 


Deduct:  Purchase  of  capital  assets 

Agreement  principal  repayment 


Balance  at  end  of  year 


1978 

$  49,776 

285,516 
720 
35,000 
80,000 

451,012 

426,594 
75,000 

501,594 
$  (50,582) 


1977 

$258,846 

256,960 
5,960 


521,766 
471,990 


471,990 
$  49,776 


Interest  earned  on  the  investment  of  unexpended  capital  funds  is  treated  as  operating 
revenue  and  is  reflected  in  the  Statement  of  Revenue,  Expenditure  and  Operating  Surplus. 


Note  6     Agreement  for  Sale 

During  the  year  the  College  entered  into  an  agreement  for  the  purchase  of  certain  land  and 
buildings  at  a  cost  of  $250,000.  The  agreement  states  that  the  purchase  price  shall  be  paid  as 
follows: 

$  75,000  —  downpayment  paid  during  the  year  ended  June  30,  1978. 
75,000  —  on  or  before  June  15,  1979. 
100,000  —  on  or  before  June  15,  1980. 

$250,000 


Note  7     Community  Services,  Net 

Community  services,  net  is  summarized  hereunder: 

Total  expenditure 

Less:  Revenue 

Special  grant 
Tuition  fees 


1978 

$613,607 

43,966 
173,984 

217,950 


1977 

$537,040 

45,436 
158,414 

203,850 


$395,657 


$333,190 


Note  8     Student  Affairs,  Net 

Student  affairs,  net  is  summarized  hereunder: 

Total  expenditure 

Less:  Cafeteria  revenue 
Bookstore  sales 


1978 

$376,222 

83,006 
92,000 

175,006 


1977 

$260,957 

59,528 
77,413 

136,941 


$201,216 


$124,016 
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Note  9     Anti-Inflation  Program 

Pursuant  to  an  agreement  dated  February  18,  1976,  as  amended,  between  the  Government 
of  the  Province  of  Alberta  and  the  Government  of  Canada,  the  College  was  subject  to 
controls  on  compensation  paid  to  its  employees  as  specified  in  the  Anti-Inflation  Act. 

Note  10   Comparative  Figures 

The  1977  comparative  figures  have  been  restated  where  necessary  to  conform  to  1978 
presentation. 
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MOUNT  ROYAL  COLLEGE 
FINANCIAL  STATEMENTS 
JUNE  30,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue,  Expenditure  and 
Operating  Surplus 

Statement  of  Equity  in  Capital  Assets 

Statement  of  Restricted  Funds  Transactions 

Notes  to  the  Financial  Statements 


To  the  Board  of  Governors 
Mount  Royal  College 
CALGARY,  Alberta 

I  have  examined  the  balance  sheet  of  Mount  Royal  College  as  at  June  30,  1978  and  the 
statements  of  revenue,  expenditure  and  operating  surplus,  equity  in  capital  assets  and 
restricted  funds  transactions  for  the  year  then  ended.  My  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards,  and  accordingly  included  such 
tests  and  other  procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the 
College  as  at  June  30,  1978  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
August  18,  1978 


C.A. 

Auditor  General 
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MOUNT  ROYAL  COLLEGE 

BALANCE  SHEET 
AS  AT  JUNE  30,  1978 


Statement  A 


ASSETS 


GENERAL  FUNDS 
Current 

Short-term  deposits 

Accounts  receivable 

Inventories  (Note  3) 

Prepaid  expenses 

Total  current  assets 
Investments,  at  cost  (Note  4) 

Plant,  property  and  equipment, 
at  cost  (Note  5) 


1978 


$  825,000 
271,027 
500,201 
270,715 

1,866,943 
85,500 


23,126,139 


1977 


$  925,000 
248,842 
369,044 
250,316 

1,793,202 


85,500 


22,190,699 


Total  general  funds 


25,078,582 


24,069,401 


RESTRICTED  FUNDS 
Cash 

Investments 

Due  from  general  funds 

Total  restricted  funds 
Total 


113,262 
2,250 
47,618 


163,130 


$25,241,712 


2,250 
110,591 


112,841 
$24,182,242 


Signed  on  behalf  of  the  Board: 
G.  Burden 
A.G.  Cameron 


The  accompanying  notes  are  part 
of  these  financial  statements. 


106 


MOUNT  ROYAL  COLLEGE 


Statement  A  (continued) 


BALANCE  SHEET 
AS  AT  JUNE  30,  1978 


LIABILITIES  AND  EQUITY 


GENERAL  FUNDS 
Current 

Bank  indebtedness 

Accounts  payable 

Deferred  revenue 

Unexpended  program  development  grants 
Unexpended  capital  grants  (Note  6) 
Unexpended  student  fees  (Note  7) 
Due  to  restricted  funds 

Total  current  liabilities 

Equity 

Operating  surplus,  Statement  B 
In  capital  assets,  Statement  C 

Total  equity 

Total  general  funds 


(Note  6) 


1978 


$  48,491 
585,863 
118,707 
25,051 
590,918 
20,630 
47,618 

1,437,278 


422,791 
23,218,513 

23,641,304 
25,078,582 


1977 


7,567 
643,431 
122,437 

23,852 
485,119 

23,856 
110,591 

1,416,853 


369,475 
22,283,073 

22,652,548 
24,069,401 


RESTRICTED  FUNDS 

Innovative  project  funds,  Statement  D 

Expendable  funds,  Statement  D 

Total  restricted  funds 
Total 


92,846 
70,284 


163,130 


78,258 
34,583 


112,841 


$25,241,712 


$24,182,242 
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Statement  B 

MOUNT  ROYAL  COLLEGE 
STATEMENT  OF  REVENUE,  EXPENDITURE  AND  OPERATING  SURPLUS 


FOR  THE  YEAR  ENDED  JUNE  30, 

1978 

REVENUE 

1978 

1977 

Government  of  the  Province  of  Alberta: 
Operating  grant 

New  program  development  grants 

$  8,780,861 
90,301 

$  7,992,000 
88,233 

Tuition  fees 
Av/iation  flvinn  fpp°. 
Interest 
Other 

Q  9.7 1  1 
O,o  /  I  ,  I  DZ 

1,024,756 
123,876 
59,689 
45,529 

o,UoU,  Zoo 
890,114 
124,465 
99,912 
52,297 

Total  revenue 

10,125,012 

9,247,021 

EXPENDITURE 

Instruction 

Support  services  (net)  (Note  8) 

Oh  iHnnt    affaire    /r*£it\  /Mntd 

oiuoeni  arrairs  mew  u^oxe  hi 
Financial  management 
Educational  management 
Community  services  (net)  (Note  10) 
Board  and  President 

6,243,847 
1,651,073 
pro  oc;7 

438,858 
336,560 
327,131 
213,970 

5,526,014 
1,542,162 
yz  i  ,y /d 
391,643 
254,204 
433,722 
191,788 

Total  expenditure 

10,071,696 

9,261,509 

Surplus  (deficit)  for  the  year 
Operating  surplus  at  beginning  of  year 

53,316 
369,475 

(14,488) 
383,963 

Operating  surplus  at  end  of  year 

$  422,791 

$  369,475 

MOUNT  ROYAL  COLLEGE 

Statement  C 

STATEMENT  OF  EQUITY  IN  CAPITAL  ASSETS 

FOR  THE  YEAR  ENDED  JUNE  30, 

1978 

1978 

1977 

Balance  at  beginning  of  year 
Add:  Purchase  of  capital  assets 
Capital  assets  provided  from 
parking  lot  rentals 

$22,283,073 
1,101,129 

$21,433,468 
1,043,453 

25,355 

Deduct:  Capital  assets  written-off  (Note  2c) 

23,384,202 
165,689 

22,502,276 
219,203 

Balance  at  end  of  year 

$23,218,513 

$22,283,073 
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MOUNT  ROYAL  COLLEGE 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
JUNE  30,  1978 

Note  1  Authority 

Mount  Royal  College  operates  under  the  authority  of  The  Colleges  Act,  Chapter  56,  Revised 
Statutes  of  Alberta  1970. 

Note  2     Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

(a)  General 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except: 

(i)  As  is  the  practice  of  most  Canadian  educational  institutions,  no  attempt  is  made  to 
recognize  the  ultimate  utilization  of  capital  assets  through  providing  for  deprecia- 
tion. 

(ii)  No  attempt  is  made  by  the  Board  to  account  for  minor  disposals  of  fixed  assets  by 
removing  the  book  value  of  such  assets  from  the  plant,  property  and  equipment  and 
equity  in  capital  assets  accounts. 

(b)  Fund  Accounting 

Inasmuch  as  limitations  and  restrictions  are  placed  on  the  use  of  resources,  the  accounts 
of  the  College  are  maintained  in  accordance  with  the  principles  of  fund  accounting,  a 
procedure  whereby  resources  are  classified  for  accounting  and  reporting  purposes  in 
accordance  with  specified  activities  or  objectives. 

For  financial  reporting  purposes,  accounts  with  similar  characteristics  have  been 
combined  into  the  following  major  fund  groupings: 

—  General  funds  (capital  and  operating) 

—  Restricted  funds 

(c)  Capital  Grants 

The  expenditure  of  certain  capital  grants  is  treated  as  operating  expenditure  and  as  a 
result  is  reflected  in  the  Statement  of  Revenue,  Expenditure  and  Operating  Surplus. 
Capital  grants  expended  during  the  year  and  treated  as  operating  expenditure  are  as 
follows: 


1978 


1977 


Library  books 

Rental  of  data  processing  equipment 


$159,613 
6,076 


$214,183 
5,020 


$165,689 


$219,203 


Note  3  Inventories 

Inventories  are  summarized  as  follows: 


Maintenance  —  most  recent  cost 

Duplicating  —  most  recent  cost 

Food  services  —  most  recent  cost 

General  stores  —  average  cost 

Bookstore  —  retail  price  less  standard  markup 


1978 

$  61,006 
9,891 
47,974 
41,723 
339,607 


$ 


1977 

54,557 
7,462 
39,203 
42,759 
225,063 


$500,201 


$369,044 
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Note  4  Investments 

Investments  are  summarized  as  follows: 


1978 


1977 


Government  of  Canada 
Other 


Cost 

$  58,500 
27,000 


Market 
Value 

$  50,915 
25,300 


Cost 

$  58,500 
27,000 


Market 
Value 

$  50,734 
19,225 


$  85,500 


$  76,215 


$  85,500 


$  69,959 


Note  5     Plant,  Property  and  Equipment 

Plant,  property  and  equipment  is  summarized  as  follows: 


1978  1977 


Land                                                                              $  1,506,090  $  1,482,869 

Buildings                                                                          17,355,746  16,888,875 

Equipment                                                                         4,239,804  3,794,456 

Automotive                                                                            24,499  24,499 

$23,126,139  $22,190,699 


Note  6     Unexpended  Grants 

Unexpended  grants  are  detailed  as  follows: 

Program 

Capital          Development  1978  1977 

Grants              Grants  Total  Total 

Balance  at  beginning  of  year  $  485,119  $  23,852  $  508,971  $  762,657 
Add:  Grants  from  the 

Department  of 

Advanced  Education 

and  Manpower                     1,206,928             91,500  1,298,428  878,000 

1,692,047            115,352  1,807,399  1,640,657 

Deduct:  Expenditure                     1,101,129            90,301  1,191,430  1,131,686 

Balance  at  end  of  year              $    590,918         $  25,051  $    615,969      $  508,971 

Interest  earned  on  the  investment  of  unexpended  grants  is  treated  as  operating  revenue  and 
as  a  result  is  reflected  in  the  Statement  of  Revenue,  Expenditure  and  Operating  Surplus. 


Note  7     Unexpended  Student  Fees 


Unexpended  student  fees  are 

detailed  as 

follows: 

Balance 

at  Beginning 

Add: 

Deduct: 

Balance  at 

of  Year 

Fees  Collected 

Expenditure 

End  of  Year 

Athletic  fees 

$  3,043 

$  71,182 

$  70,390 

$  3,835 

Intramural  fees 

292 

20,430 

17,769 

2,953 

Lab  fees 

20,521 

56,977 

63,656 

13,842 

$  23,856 

$148,589 

$151,815 

$  20,630 

It  is  the  policy  of  the  College  to  recognize  as  tuition  fee  revenue  an  amount  equal  to  the  total 
expenditure  from  these  accounts  during  the  year. 
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Note  8     Support  Services,  Net 

Support  services,  net  is  summarized  hereunder: 


Total  expenditure 
Less:  Duplicating  fees 

Net  expenditure 

Note  9     Student  Affairs,  Net 

Student  affairs,  net  is  summarized  hereunder: 


Total  expenditure 

Less:  Food  services  revenue 
Bookstore  sales 

Net  expenditure 

Note  10   Community  Services,  Net 

Community  services,  net  is  summarized  hereunder: 

Total  expenditure 

Less:  Revenue: 

Short  courses  and  other 

programs 
Music  and  Speech  Arts 
Facility  rental 


Net  expenditure 


1978 

$  1,821,079 
170,006 

$  1,651,073 


1978 

$  2,128,748 

807,525 
460,966 

1,268,491 
$  860,257 


1978 


$  1,797,101 


1,064,486 
346,783 
58,701 

1,469,970 
$  327,131 


1977 

$  1,693,421 
151,259 

$  1,542,162 


1977 

$  1,991,428 

663,607 
405,845 

1,069,452 
$  921,976 


1977 

$  1,616,406 


838,181 
303,597 
40,906 

1,182,684 
$  433,722 


Note  11 


Capital  Commitments 

The  College  is  committed  to  make  capital  expenditures  for  new  computer  facilities 
amounting  to  $650,000,  for  an  energy  conservation  program  amounting  to  $189,000  and  for 
parking  lot  paving  amounting  to  $50,000. 

Note  12   Anti-Inflation  Program 

Pursuant  to  an  agreement  dated  February  18,  1976,  as  amended,  between  the  Government 
of  the  Province  of  Alberta  and  the  Government  of  Canada,  the  College  was  subject  to 
controls  on  compensation  paid  to  its  employees  as  specified  in  The  Anti-Inflation  Act. 

Note  13   Comparative  Figures 

The  1977  comparative  figures  have  been  restated  where  necessary  to  conform  to  1978 
presentation. 
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RED  DEER  COLLEGE 
FINANCIAL  STATEMENTS 
JUNE  30,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue,  Expenditure  and 
Operating  Surplus 

Statement  of  Equity  in  Capital  Assets 

Statement  of  Restricted  Funds  Transactions 

Notes  to  the  Financial  Statements 


To  the  Board  of  Governors 
Red  Deer  College 

I  have  examined  the  balance  sheet  of  the  Red  Deer  College  as  at  June  30,  1978  and  the 
statements  of  revenue,  expenditure  and  operating  surplus,  equity  in  capital  assets  and 
restricted  funds  transactions  for  the  year  then  ended.  My  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards,  and  accordingly  included  such 
tests  and  other  procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the 
College  as  at  June  30,  1978  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
November  16,  1978 


C.A. 

Auditor  General 
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RED  DEER  COLLEGE 

BALANCE  SHEET 
AS  AT  JUNE  30,  1978 


ASSETS 


Statement  A 


1978 


1977 


GENERAL  FUNDS 
Current 
Cash 

Short-term  deposits 

Deposit  in  trust  with  the  Province  of  Alberta 
Accounts  receivable 
Accrued  interest  receivable 
Inventories  (Note  3) 
Prepaid  expenses 

Total  current  assets 

Investment,  at  cost 


5,727 
1,250,000 
1,742,718 
776,452 
23,096 
217,171 
14,638 

4,029,802 

750 


$  34,564 
1,450,000 

100,577 
11,740 
163,606 
9,453 

1,769,940 

750 


Plant,  property  and  equipment, 
at  cost  (Note  4) 


11,966,864 


10,743,210 


Total  general  funds 

RESTRICTED  FUNDS 
Cash 

Due  from  general  funds 

Total  restricted  funds 


Total 


15,997,416 


12,513,900 


54,401 
222,325 

276,726 


49,977 
76,891 


126,868 


$16,274,142 


$12,640,768 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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RED  DEER  COLLEGE 


Statement  A  (continued) 


BALANCE  SHEET 
AS  AT  JUNE  30,  1978 


LIABILITIES  AND  EQUITY 


GENERAL  FUNDS 
Current 

Bank  indebtedness 

Accounts  payable 

Accrued  expenses 

Deferred  revenue 

Unexpended  capital  funds  (Note  5) 
Agreement  payable  (Note  6) 
Current  portion  of  long-term  debt  (Note  7) 
Due  to  restricted  funds 

Total  current  liabilities 

Long-term  debt  (Note  7) 

Equity 
Reserves  (Note  8) 
Operating  surplus,  Statement  B 
In  capital  assets,  Statement  C 

Total  equity 


1978 


78,959 
901,546 
23,726 

2,190,034 
200,232 
14,522 
222,325 

3,631,344 

1,065,506 


613,213 
10,687,353 

11,300,566 


1977 


331,832 
58,627 
18,165 
582,505 
200,232 
13,779 
76,891 

1,282,031 

1,084,798 


42,000 
659,920 
9,445,151 

10,147,071 


Total  general  funds 


15,997,416 


12,513,900 


RESTRICTED  FUNDS 
Endowment  funds,  Statement  D 
Expendable  funds,  Statement  D 
Held  on  behalf  of  others,  Statement  D 

Total  restricted  funds 
Total 


54,401 
218,611 
3,714 

276,726 
$16,274,142 


49,977 
74,044 
2,847 


126,868 


$12,640,768 
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Statement  B 

RED  DEER  COLLEGE 

STATEMENT  OF  REVENUE,  EXPENDITURE  AND  OPERATING  SURPLUS 
FOR  THE  YEAR  ENDED  JUNE  30,  1978 


REVENUE 


1978 

1977 

fin\/prnmpnt  nf  thp  Provinrp  of  Albprta* 

V_J  UVCI  1  II  1  ICI  IL     KJ  1      Lilt?     1    1  UVII  IVu     W  1     1  V  I  uu  I  IU  . 

Operating  grant 

$  3,661,988 

$  3,333,000 

Conditional  grants 

495,230 

439,252 

Transferred  from  capital  grants  — 

Library  books 

77,229 

118,546 

Repairs  and  renovations 

56,956 

— 

Other 

242,892 

189,884 

4,534,295 

4,080,682 

Government  of  Canada: 

Canada  Manpower  grants 

211,656 

175,231 

4,745,951 

4  255  913 

Tuition  fees 

505,097 

444,559 

Interest 

108,586 

125,635 

Child  care 

80,890 

54,277 

Other 

12,874 

20,945 

Total  revenue 

5,453,398 

4,901,329 

FXPFNDITl  JRF 

Direct  instruction 

3,061,618 

2,579,416 

Support  services 

662,075 

535,376 

Community  services 

588,343 

430,053 

Indirect  instruction 

on   A  O  A 

3b9,b0b 

Financial  and  administrative  management 

268,596 

246,420 

Student  affairs,  net  (Note  9) 

236,812 

241,514 

Board  and  President 

1 55,535 

130,285 

Educational  management 

125,201 

1 18,529 

Professional  development 

84,501 

81,617 

Total  expenditure 

5,500,105 

4,732,716 

Surplus  (deficit)  for  the  year 

(46,707) 

168,613 

Operating  surplus  at  beginning  of  year 

659,920 

543,307 

613,213 

711,920 

Deduct:  Transferred  to  innovative  instruction  trust 

10,000 

Transferred  to  reserves 

42,000 

52,000 

Surplus  at  end  of  year 

$  613,213 

$  659,920 
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RED  DEER  COLLEGE 

STATEMENT  OF  EQUITY  IN  CAPITAL  ASSETS 
FOR  THE  YEAR  ENDED  JUNE  30,  1978 


Statement  C 


Balance  at  beginning  of  year 
Add:  Purchase  of  capital  assets 

Debenture  principal  repayments 
Agreement  principal  repayments 

Deduct:  Disposal  of  capital  assets 
Balance  at  end  of  year 


1978 

$  9,445,151 
1,232,973 
14,834 
3,714 

10,696,672 
9,319 

$10,687,353 


1977 

$  8,794,797 
644,437 
4,603 
3,714 

9,447,551 
2,400 

$  9,445,151 
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RED  DEER  COLLEGE 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
JUNE  30,  1978 

Note  1  Authority 

Red  Deer  College  operates  under  the  authority  of  The  Colleges  Act,  Chapter  56,  Revised 
Statutes  of  Alberta  1970. 

Note  2     Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

(a)  General 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except: 

(i)  as  is  the  practice  of  most  Canadian  educational  institutions,  no  attempt  is  made  to 
recognize  the  ultimate  utilization  of  capital  assets  through  providing  for  deprecia- 
tion. 

(ii)  accounts  payable  include  estimated  purchase  orders  outstanding  in  the  amount  of 
$56,136  (1977  $32,671). 

(b)  Fund  Accounting 

Inasmuch  as  limitations  and  restrictions  are  placed  on  the  use  of  resources,  the  accounts 
of  the  College  are  maintained  in  accordance  with  the  principles  of  fund  accounting,  a 
procedure  whereby  resources  are  classified  for  accounting  and  reporting  purposes  in 
accordance  with  specified  activities  or  objectives. 

For  financial  reporting  purposes,  accounts  with  similar  characteristics  have  been 
combined  into  the  following  major  fund  groupings: 

—  General  funds  (capital  and  operating) 

—  Restricted  funds 

Note  3  Inventories 

Inventories,  which  are  valued  at  the  lower  of  cost  or  estimated  net  realizable  value,  are 
summarized  hereunder: 

1978  1977 

Operating  supplies  $  34,056  $  34,539 

Bookstore  183,115  129,067 


$217,171  $163,606 


Note  4     Plant,  Property  and  Equipment 

Plant,  property  and  equipment  are  summarized  as  follows: 


1978  1977 


Land                                                                              $    494,708  $  494,708 

Buildings                                                                           9,539,005  8,557,763 

Furniture  and  equipment                                                     1,900,942  1,660,406 

Automotive                                                                            32,209  30,333 

$11,966,864  $10,743,210 
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Note  5     Unexpended  Capital  Funds 

Unexpended  capital  funds  are  detailed  as  follows: 


1  mo 

1978 

1977 

Balance  at  beginning  of  year 

$  582,505 

$  999,288 

Add:  Grants  from  the  Department  of 

Advanced  Education  and  Manpower 

3,097,174 

347,514 

Proceeds  from  disposal  of  capital 

assets 

6,459 

2,400 

3,686,138 

1,349,202 

Deduct:  Purchase  of  capital  assets 

1,232,973 

644,437 

Transfer  to  restricted  funds 

125,232 

Agreement  principal  repayments 

3,714 

3,714 

Transfer  to  operating  grants  (ii) 

134,185 

1 18,546 

1,496,104 

766,697 

Balance  at  end  of  year 

$  2,190,034 

$  582,505 

Note  6 


Note  7 


(i)  Interest  earned  on  the  investment  of  unexpended  capital  funds  is  treated  as 
operating  revenue  and  as  a  result  is  reflected  in  the  Statement  of  Revenue, 
Expenditure  and  Operating  Surplus. 

(ii)  Amounts  expended  on  the  purchase  of  library  books  and  certain  repairs  and 
renovations  are  treated  as  operating  expenditure  and  accordingly  capital  grants 
expended  for  these  purposes  are  transferred  to  operating  grants. 

Agreement  Payable 

Pursuant  to  an  agreement  dated  June  20,  1975  with  the  City  of  Red  Deer,  the  College 
purchased  an  estimated  46.35  acres  of  land  from  the  City  at  a  cost  of  $4,320  per  acre  or 
$200,232.  This  purchase  price  will  be  adjusted  at  such  time  as  the  final  acreage  has  been 
determined  by  survey. 

A  capital  grant  in  the  amount  of  $233,669  has  been  received  from  the  Department  of 
Advanced  Education  and  Manpower  and  is  held  in  unexpended  capital  funds  pending 
completion  of  this  transaction. 


Long-Term  Debt 

Long-term  debt  is  summarized  as  follows: 
Final 
Maturity  Date 

Agreements  payable: 
City  of  Red  Deer 

(a)  December  1,  1985 

Debenture  payable: 
Central  Mortgage  and 
Housing  Corporation 

(b)  November  1,  2007 

Less:  Current  portion 

included  in  current 
liabilities 


Rate  of 
Interest 


6% 


71/4% 


Amount  Outstanding 


1978 


$  29,712 


1,050,316 
1,080,028 


14,522 
$  1,065,506 


1977 


$  33,426 


1,065,151 
1,098,577 


13,779 
$  1,084,798 


(a)  Proceeds  used  to  finance  water,  sewer  and  electrical  services  at  Red  Deer  College, 
repayable  in  annual  instalments  of  principal  and  interest. 

(b)  Red  Deer  College  debenture  to  finance  construction  of  student  residences,  repayable  in 
semi-annual  instalments  of  principal  and  interest. 
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Anticipated  requirements  to  meet  long-term  debt  repayments  during  the  next  five  years  are 
as  follows: 


Note  8 


Year 

1979 
1980 
1981 
1982 
1983 


Agreement 
Payable 

$3,714 
3,714 
3,714 
3,714 
3,714 


Debenture 
Payable 

$10,808 
11,605 
12,462 
13,382 
14,370 


Total 

$14,522 
15,319 
16,176 
17,096 
18,084 


Reserves 

Reserves  are  detailed  as  follows: 


Balance  at  beginning 

of  year 
Deduct: 
Transferred  to 
restricted  funds 

Balance  at  end  of  year 


Fine  and 
Performing 
Arts  Centre 

$  30,000 

30,000  (a) 
$  - 


Management 
Information 
Study 

$  12,000 

12,000(b) 
$  — 


(a)  Allocated  to  expendable  restricted  funds  —  Cultural  Centre  Study  Fund. 

(b)  Allocated  to  expendable  restricted  funds  —  Computer  software  systems. 

Note  9     Student  Affairs,  Net 

Student  affairs,  net  is  summarized  hereunder: 


Total  expenditure 

Less:  Revenue 

Residence  rental 
Bookstore  sales 


1978 

$642,348 

193,594 
211,942 

405,536 


Total 

$  42,000 

42,000 

$ 


1977 

$616,378 


166,350 
208,514 

374,864 


Net  expenditure 


$236,812 


$241,514 


Note  10  Commitments 

As  at  June  30,  1978  the  following  capital 

Purchase  of  land  (Note  6) 
Students'  Association  building 
Additions  and  alterations 
Architect  fees 
Other 


commitments  were  outstanding: 

$  233,669 
140,343 
3,962,723 
64,883 
83,000 

$  4,484,618 


Note  11    Contingent  Liabilities 

The  Board  of  Governors  of  Red  Deer  College  have  authorized  the  guarantee  of  a  loan  to  the 
Red  Deer  College  Students'  Association  in  the  amount  of  $165,000  with  respect  to 
construction  of  the  Students'  Association  Building.  The  guarantee  is  subject  to  an 
agreement  being  executed  between  the  College  and  the  Students'  Association  regarding 
such  matters  as  land  lease,  default  of  mortgage  payments,  etc.  As  at  June  20,  1978,  the  said 
agreement  had  not  been  executed. 
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Note  12   Anti-Inflation  Program 

Pursuant  to  an  agreement  dated  February  18,  1976,  as  amended,  between  the  Government 
of  the  Province  of  Alberta  and  the  Government  of  Canada,  the  College  was  subject  to 
controls  on  compensation  paid  to  its  employees  as  specified  in  The  Anti-Inflation  Act. 
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THE  BANFF  CENTRE  FOR  CONTINUING  EDUCATION 
FINANCIAL  STATEMENTS 
MARCH  31,  1979 


Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue,  Expense  and 
Operating  Deficit 

Statement  of  Long-Term  Debt 

Statement  of  Capital  and  Capital  Surplus 

Statement  of  Restricted  Funds  Transactions 

Statement  of  Capital  Receipts,  Expenditures  and 
Unexpended  Funds 

Notes  to  the  Financial  Statements 


To  the  Board  of  Governors  of 

The  Banff  Centre  for  Continuing  Education 

I  have  examined  the  balance  sheet  and  the  statement  of  long-term  debt  of  The  Banff 
Centre  for  Continuing  Education  as  at  March  31,  1979  and  the  statements  of  revenue, 
expense  and  operating  deficit,  capital  and  capital  surplus,  restricted  funds  transactions 
and  capital  receipts,  expenditures  and  unexpended  funds  for  the  year  then  ended.  My 
examination  was  made  in  accordance  with  generally  accepted  auditing  standards,  and 
accordingly  included  such  tests  and  other  procedures  as  I  considered  necessary  in  the 
circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the  Centre 
as  at  March  31,  1979  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements  which,  except  for  the  changes  referred  to  in  Note  3  to  the  financial  statements, 
have  been  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
July  27,  1979 


C.A. 

Auditor  General 
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THE  BANFF  CENTRE  FOR  CONTINUING  EDUCATION 

BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


ASSETS 


1979 


GENERAL  FUNDS 
Current: 

Cash  $  91,253 

Deposit  receipts  300,000 

Accounts  receivable  834,744 

Grants  receivable,  Province  of  Alberta  (Note  8)  477,000 

Merchandise  inventories,  at  cost  127,099 

Prepaid  expenses  175,184 

Deferred  expenses  (Note  4)  — 

Deposits  due  from  The  University  of  Calgary   5,000 

Total  current  assets  2,010,280 

Other: 

School  of  the  Environment  -  program 

development  costs  (Note  6)  66,196 

Fixed,  at  cost: 

Land,  buildings  and  plant  12,641,426 

Furnishings  and  equipment  2,326,793 

14,968,219 


Total  general  funds  17,044,695 


RESTRICTED  FUNDS 

Accounts  receivable  28,621 

Accrued  interest  8,751 

Investments,  at  cost  and  market  160,761 

Due  from  general  funds  31,864 

Total  restricted  funds  229,997 


$17,274,692 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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Statement  A  (continued) 
THE  BANFF  CENTRE  FOR  CONTINUING  EDUCATION 


BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


LIABILITIES  AND  EQUITY 


GENERAL  FUNDS 
Current: 
Accounts  payable 
Accrued  interest 

Deferred  housing  and  fee  revenue 
Due  to  restricted  funds 

Total  current  liabilities 
Long-term  debt,  Statement  C 

Total  liabilities 

Equity: 

Capital  and  capital  surplus,  Statement  D 
Reserve  (Note  7) 

Operating  surplus  (deficit),  Statement  B 
Total  equity 


1979 


334,943 
23,463 

604,922 
31,864 


995,192 
1,144,212 

2,139,404 


14,969,585 

(64,294) 
14,905,291 


1978 


331,977 
23,615 

144,581 
60,595 


560,768 
1,200,604 

1,761,372 


13,019,878 
38,539 
12,487 

13,070,904 


Total  general  funds 


17,044,695  14,832,276 


RESTRICTED  FUNDS 
Restricted  funds,  Statement  E 

Total  restricted  funds 


229,997 
229,997 


191,656 


191,656 


$17,274,692  $15,023,932 
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THE  BANFF  CENTRE  FOR  CONTINUING  EDUCATION 


Statement  B 


STATEMENT  OF  REVENUE,  EXPENSE  AND  OPERATING  DEFICIT 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


REVENUE 


Grants  from  the  Province  of  Alberta 

Fees  and  accommodation 

Sales 

Interest 

Donations 

Miscellaneous 


$  2,625,000 
3,135,860 
202,009 
120,723 
150,310 
149,973 

6,383,875 


EXPENSE 


School  of  Fine  Arts 
Management  programs 
Conferences 

Housing  and  food  services 

Buildings  and  grounds 

Communications 

Administration 

Spectrum  (Campus  Store) 


Transfer  from  reserve  (Note  7) 

Operating  deficit  for  the  year 
Operating  surplus  at  beginning  of  year 

Operating  deficit  before  extraordinary  item 
School  of  the  Environment  (Note  6) 

Operating  deficit  at  end  of  year 


2,366,117 
438,143 
88,555 

1,841,199 
730,876 
144,441 
695,589 
138,258 

6,443,178 

(59,303) 
38,539 

(20,764) 
12,487 

(8,277) 
(56,017) 

$  (64,294) 


126 


THE  BANFF  CENTRE  FOR  CONTINUING  EDUCATION 

STATEMENT  OF  LONG-TERM  DEBT 
AS  AT  MARCH  31,  1979 


Statement  C 


Final  Maturity  Date 

Mortgages: 
June  1,  1985  (a) 

Debentures: 
November  1,  1991  (b) 
January  1,  1993  (c) 
May  1,  1998  (d) 

Note  payable  (Note  5) 
April  30,  1984  (e) 


Rate  of 
Interest 

6V4% 

53/e 
5% 
7V2 


Original 
Advance 

$  42,025 

335,000 
665,000 
382,500 

138,000 


Amount  Outstandinc 


1979 

$  17,444 

227,229 
482,912 
346,477 

70,150 
$1,144,212 


1978 

$  19,938 

239,053 
504,657 
354,156 

82,800 
$1,200,604 


(a)  Mortgages  to  finance  construction  of  staff  houses  repayable  in  monthly  instalments  of  principal  and 
interest  of  $305. 

(b)  Debenture  issued  to  finance  construction  of  a  chalet  repayable  in  semi-annual  instalments  of 
principal  and  interest  of  $12,258,  guaranteed  by  the  Province  of  Alberta. 

(c)  Debenture  issued  to  finance  construction  of  an  addition  to  a  chalet  repayable  in  semi-annual 
instalments  of  principal  and  interest  of  $25,540,  guaranteed  by  the  Province  of  Alberta. 

(d)  Debenture  issued  to  finance  construction  of  Corbett  Hall,  repayable  in  semi-annual  instalments  of 
principal  and  interest  of  $17,050,  guaranteed  by  the  Province  of  Alberta. 

(e)  Long-term  borrowing  to  finance  construction  of  staff  houses,  repayable  in  monthly  instalments  of 
$1,150  principal  plus  interest  at  prime  lending  rate. 

Principal  payments  on  long-term  debt  for  the  next  five  years  will  be  as  follows: 

Year  Ending  March  31  Amount 


1980 
1981 
1982 
1983 
1984 


$60,235 
63,080 
66,097 
69,298 
72,694 
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THE  BANFF  CENTRE  FOR  CONTINUING  EDUCATION 

STATEMENT  OF  CAPITAL  AND  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


Balance  at  beginning 

of  year 
Add:  Funds  received  from 
the  Province  of 
Alberta  (Note  8) 
Mortgage  and 
debenture 

principal  repayments 
Donations  (Note  8) 
Disposals  of  fixed 

assets 


Capital  Provided 
by  the  Province 
of  Alberta 


$10,645,562 


1,438,500 


Capital 
Surplus 

$  2,374,316 


56,392 
453,900 

915 


Total 
1979 

$13,019,878 
1,438,500 


56,392 
453,900 

915 


Balance  at  end  of  year 


$12,084,062 


$  2,885,523 


$14,969,585 


128 


CO 


CD 

CO 

CM 

CO 

CO 

CN 

cn 

CO 

CO 

co 

CN 

CO 

CD 

cn 

en 

CN 

CN 

V) 

< 
o 

D 
O 

LU 


D 
Z 


o 

O 

cc 
O 


LU 

o 


< 

GO 


C/5 
Z 

g 

CJ 

< 

z 
< 
cc 
I- 

c/5 

Q 

z 

D 

Li. 

Q 
UJ 

O 
CC 

I- 

LU 

cc 


00 


X 

o 
cc 
< 


Q 
UJ 

O 

z 

UJ 

CC 

< 

UJ 
> 


"0 
c 

0) 

a 

X 
LU 


M 
C 

o 

Z  = 
c 
o 
o 


UJ 


CC 

o 


0)  CO 

o 

(0  u 
(0 

CO 


(0 


CM 

CN 

O 

O 

O 

CN 

cxi 

LO 

00 

CO 

CO 

CO 

m 

O 

CO 

CO 

CN 

r*. 

■si- 

CD 

U3 

CO 

«* 

co 

CN 

°l 

cn 

co 

co- 

r--- 

LO" 

CO 

CO 

O 

CN 

I"* 

CO 

CO 

co 

CO 

LO 

CN 

CN 

CT> 

00 

CO 

CO 

CN 

CN 

CN 

LO 

CO 

to 

co 

CO 

CO 

CN 

CN 

CO 

CO 

00 

LO" 

O 

CD 

I    II  III 


00 

CD 

o 

CO 

co 

\ — 

en 

CO 

o 

o 

o 

Csl 

00 

LO 

o 

CO 

CO 

LO 

o 

CO 

CO 

LO 

LO 

CN 

O 

cq 

o 

CD 

LO^ 

a\ 

00 

o 

00~ 

LO 

CO 

00 

o 

cn 

LO 

co- 

CO 

CO 

LO 

CN 

CN 

cn 

co 

Csj 

CO 

CN 

LO 

cn 

l/> 

to 

CO 

o 

CD 

CO 

LO 

CO 

CO 

cm- 

CN 

00 

cn 

UJ 

< 
H 

C/5 


T3 
C 

ro 
co 

Q. 


T3 

^    =5  _CD 


—  ^  ro 

(-      >      ro  -r. 


i-  T3 

ro  c 
O  ® 
jc 
o 
CO 


ro 
.9-  c 

O  Q) 

C  Q. 

C  X 

Q_  LU 


CO 


CD 


c 

o 

O  VP 

z  5 

o 

*-  o 

C  CO 
d)  CO 

E  < 

"  °  o  c 
c  _  2  ro 

5  o  >  '-o 


2  o 


co 

"O 
C 
D 


T3  O 
O  -C 

O 

S»  17) 

a 


03 

o  .E 

O  v 

-c  ro 
o 

>  C 

*-  ° 

o  9- 


Q.  O 
ro  0^ 

ro  ro  o 


2  o- 
o  _  — 


ro  cj 

+=  > 

co  *; 

CD  D 
o 

r-  ro 

E  u- 


c 

51  .2 

c  ^ 

^  CT 

ro  cj 

c  < 
ro 

O 


LI  2 

c  c 

O  CD 

co  U 

_CD 

cd  ro 

I—  CD 


to 
"D 
C 
D 

H— 

CD 
CO 
O 

a 
i_ 

D 

Q. 


o 

CD 

a 

CO 


129 


Statement  F 

THE  BANFF  CENTRE  FOR  CONTINUING  EDUCATION 

STATEMENT  OF  CAPITAL  RECEIPTS, 
EXPENDITURES  AND  UNEXPENDED  FUNDS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


Unexpended  Funds  at 

beginning  of  year 
Receipts:  (Note  8) 
Grants 
Donations 
Proceeds  from 
disposal  of 
fixed  assets 

Total  funds 
available 

Expenditures: 
Land,  building 

and  plant 
Furniture  and 

equipment 

Total  funds 
expended 

Unexpended  funds  at 
end  of  year 


Capital  Provided  by 

 Province  of  Alberta   Donated 

Regular  Grant   Matching  Grant  Funds 


$  425,327 
1,008,500 


1,433,827 

650,343 
404,875 

1,055,218 


430,000 


430,000 


3,000 


453,900 

453,900 

90,031 
23,900 


3,000  113,931 


Other 
Sources 

$- 


915 


915 


915 


Total 

$  425,327 

1,438,500 
453,900 

 915 

2,318,642 

743,374 
429,690 


915  1,173,064 


$     378,609        $427,000        $339,969  $— 


$1,145,578 
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THE  BANFF  CENTRE  FOR  CONTINUING  EDUCATION 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
MARCH  31,  1979 

Note  1  Authority 

The  Banff  Centre  Act,  Chapter  57,  Revised  Statutes  of  Alberta  1977,  established  the  Banff 
School  of  Fine  Arts  as  an  autonomous  institution  under  the  name  of  The  Banff  Centre  for 
Continuing  Education.  This  Act  came  into  effect  April  1,  1978. 

Note  2     Significant  Accounting  Policies 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  for  the  following: 

(a)  Depreciation  is  not  provided  on  fixed  assets.  The  Province  of  Alberta  provides  the 
necessary  funds  for  replacements  or  additions. 

(b)  The  principal  portion  of  long-term  debt  payments  is  charged  as  an  operating  expense. 
(1978/79  $56,392;  1977/78  $55,027) 

The  accounts  of  the  Centre  are  maintained  in  accordance  with  the  principles  of  "fund 
accounting"  in  order  that  limitations  and  restrictions  placed  on  the  use  of  available 
resources  are  observed.  Under  fund  accounting,  resources  are  classified  for  accounting  and 
reporting  purposes  into  funds  in  accordance  with  activities  or  objectives  specified.  Separate 
accounts  are  maintained  for  General  Funds  (capital  and  operating)  and  Restricted  Funds. 

A  Statement  of  Changes  in  Financial  Position  is  not  provided  as  disclosure  in  the  financial 
statements  is  deemed  adequate. 

Note  3     Changes  in  Accounting  Policies 

(a)  1979  Summer  Courses 

Fees  relating  to  the  1979  summer  courses  for  Fine  Arts  students  have  been  recorded  in 
the  accounts  as  at  March  31,  1979.  The  effect  of  this  change  is  an  increase  of  $472,1 12  in 
accounts  receivable  and  a  corresponding  increase  in  deferred  housing  and  fee  revenue 
as  compared  with  1978  figures. 

(b)  Registration  Fee  Income 

Registration  fee  income  in  1979  was  taken  into  income  at  the  time  of  application  as 
compared  to  the  time  of  course  commencement  in  1978.  The  effect  of  this  change  is  to 
increase  the  1979  application  fee  income  by  $31,766  and  a  corresponding  decrease  in 
deferred  revenue  as  at  March  31,  1979  as  compared  with  1978  figures. 

(c)  Faculty  Club  Assets 

Cash  and  inventory  of  the  Faculty  Club  amounting  to  $20,186  has  been  recorded  in  the 
accounts  as  at  March  31,  1979,  with  a  corresponding  amount  recorded  as  revenue. 

Note  4     Deferred  Expenses 

Costs  incurred  by  the  Centre,  in  developing  a  computer  based  financial  accounting  system, 
related  to  their  autonomy  from  The  University  of  Calgary.  See  Note  1.  These  expenses  were 
funded  by  a  special  grant  during  1978  79. 

Note  5     Note  Payable 

During  1974  75  the  Centre  and  The  University  of  Calgary  made  arrangements  to  formalize 
the  repayment  of  $138,000  to  the  University.  This  amount  had  been  advanced  by  the 
University  to  finance  construction  of  staff  houses  at  Banff.  In  April  1978,  the  Centre  repaid 
this  loan  which  amounted  to  $82,800,  through  borrowing  arranged  with  the  Canadian 
Imperial  Bank  of  Commerce.  This  note  is  on  demand,  however,  arrangements  have  been 
made  for  repayment  in  monthly  instalments  of  $1,150  principal  plus  interest  at  the  Bank's 
prime  lending  rate. 

Note  6     School  of  the  Environment 

As  at  March  31,  1979  funds  totaling  $122,213  had  been  advanced  to  the  School  of  the 
Environment.  The  School  has  subsequently  been  amalgamated  with  the  Management 
Programs  Division  of  the  Centre.  Of  the  funds  advanced,  $66,196  was  recorded  as  program 
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development  costs  benefiting  future  years.  The  balance  of  $56,017  has  been  charged  to 
current  year's  operations. 

Note  7  Reserve 

During  1977/78  a  special  grant  of  $75,000  was  received  for  program  development  in  the 
performing  arts.  The  unspent  portion  of  this  grant  was  appropriated  to  cover  costs  incurred 
during  1978/79. 

Note  8     Capital  Commitment 

The  Centre  has  entered  into  an  agreement  for  the  construction  of  the  Max  Bell  Classroom 
Building  at  a  cost  of  $1,963,000.  Committed  funding  to  date  for  this  project  consists  of  a 
$950,000  grant  from  the  Max  Bell  Foundation  and  a  $950,000  matching  grant  from  the 
Province  of  Alberta.  As  at  March  31,  1979  $427,000  had  been  received  from  the  Foundation. 
An  equal  amount  was  accrued  as  receivable  from  the  Province  and  is  included  on  the 
balance  sheet  in  Grants  receivable,  Province  of  Alberta. 

Note  9     Comparative  Figures 

For  comparison  purposes  the  1978  figures  have  been  shown  on  the  balance  sheet  and  where 
necessary  restated  to  conform  to  the  1979  presentation.  Comparative  figures  have  not  been 
presented  in  the  statement  of  revenue,  expense  and  operating  deficit  due  to  changes  in 
financial  statement  presentation  as  a  result  of  the  Centre  becoming  an  autonomous 
institution  and  implementing  a  new  accounting  system. 

Note  10   Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  July  27,  1979. 
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ATHABASCA  UNIVERSITY 
FINANCIAL  STATEMENTS 
MARCH  31,  1979 


Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue,  Expense  and 
Operating  Surplus 

Statement  of  Capital  Provided  by 
the  Province  of  Alberta 

Statement  of  Trust  Fund  Transactions 

Statement  of  Changes  in  Financial  Position 

Notes  to  the  Financial  Statements 

Schedule  of  Operating  Expense 


To  the  Members  of  the  Athabasca  University 
Governing  Council 

I  have  examined  the  balance  sheet  of  Athabasca  University  as  at  March  31,  1979  and  the 
statements  of  revenue,  expense  and  operating  surplus,  capital  provided  by  the  Province 
of  Alberta,  trust  fund  transactions  and  changes  in  financial  position  for  the  year  then 
ended.  My  examination  was  made  in  accordance  with  generally  accepted  auditing 
standards,  and  accordingly  included  such  tests  and  other  procedures  as  I  considered 
necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the 
University  as  at  March  31,  1979  and  the  results  of  its  operations  and  the  changes  in  its 
financial  position  for  the  year  then  ended  in  accordance  with  the  disclosed  basis  of 
accounting  described  in  Note  2  to  the  financial  statements  applied  on  a  basis  consistent 
with  that  of  the  preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
June  22,  1979 


C.A. 

Auditor  General 
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Statement  A 

ATHABASCA  UNIVERSITY 

BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


ASSETS 


Operating  Funds 
Current: 
Cash 

Short-term  deposits 
Accounts  receivable 
Accrued  interest 
Prepaid  expenses 

Total  current  assets 

Other: 

Deposits  held  by  others 
Copyrights 


1979 


300,000 
81,226 
9,048 
24,443 


414,717 

10,000 
 1 

424,718 


1978 


$  49,089 
50,000 
9,223 
2,841 
42,502 

153,655 


7,202 
 1 

160,858 


Capital  Funds 

Fixed  -  at  cost; 
Leasehold  improvements 
Furnishings  and  equipment 

Due  from  operating  funds  (Note  3) 


52,899 
699,890 
137,482 

890,271 


7,334 
528,883 
84,264 

620,481 


Trust  Funds 
Cash 


71,745 


28,771 


$  1,386,734 


$810,110 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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Statement  A  (continued) 

ATHABASCA  UNIVERSITY 

BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


LIABILITIES 


Operating  Funds 
Current: 

Due  to  bank  —  current  account 
Accounts  payable 

Salaries  and  employee  benefits  payable 
Due  to  capital  funds 

Total  current  liabilities 
Operating  surplus,  Statement  B 


1979 


35,478 
93,420 
4,424 
137,482 


270,804 
153,914 


1978 


49,865 
2,604 
84,264 

136,733 
24,125 


424,718 


160,858 


Capital  Funds 
Capital  provided  by  the  Province  of  Alberta 
Statement  C 
Expended 
Unexpended 


752,789 
137,482 

890,271 


536,217 
84,264 

620,481 


Trust  Funds 
Trust,  Statement  D 


71,745 


28,771 


$  1,386,734 


$810,110 
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Statement  B 


ATHABASCA  UNIVERSITY 


STATEMENT  OF  REVENUE,  EXPENSE  AND  OPERATING  SURPLUS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


REVENUE 


Grants: 

Province  of  Alberta 
Fees 

Special  programs 

Interest 

Miscellaneous 


Operating  expense,  Schedule  1 

Surplus  (deficit)  for  the  year 
Operating  surplus  at  beginning  of  year 

Operating  surplus  at  end  of  year 


EXPENSE 


1979 

$  3,500,000 
312,925 
63,086 
23,830 
2,355 

3,902,196 


3,772,407 

129,789 
24,125 

$  153,914 


1978 

$  2,300,000 
118,542 
30,320 
12,648 
2,581 

2,464,091 


2,511,403 


(47,312) 
71,437 


$  24,125 


ATHABASCA  UNIVERSITY 


Statement  C 


STATEMENT  OF  CAPITAL  PROVIDED  BY  THE  PROVINCE  OF  ALBERTA 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


Balance  at  beginning  of  year 
Add:  Funds  received  from  the  Province 
of  Alberta 


Add:  Gain  (loss)  on  disposal  of  fixed  assets 
Balance  at  end  of  year  (a) 


1979 

$620,481 

270,400 

890,881 
(610) 

$890,271 


1978 

$486,804 

133,397 

620,201 
280 

$620,481 


(a)  Balance  at  end  of  year  consists 
of  the  following: 
Capitalized  expenditure 
Capital  funds  unexpended  (Note  3) 


$752,789 
137,482 


$536,217 
84,264 


$890,271 


$620,481 
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Statement  D 

ATHABASCA  UNIVERSITY 

STATEMENT  OF  TRUST  FUND  TRANSACTIONS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 

Balance  at  Surplus 

Beginning                                                            for  Balance  at 

of  Year             Receipts         Expenditures         the  Year  End  of  Year 

Scholarship  fund                 $      400          $    2,947          $  —              $    2,947  $  3,347 

Research  grants                     28,371             67,487             27,460(a)         40,027  68,398 

Total  1979                          $  28,771          $  70,434         $  27,460         $  42,974  $  71,745 

Comparative  1978               $  15,368         $  43,795         $  30,392         $  13,403  $  28,771 
(a)  includes  $10,220  returned  to  grantor  (1978  $3,093) 


Statement  E 

ATHABASCA  UNIVERSITY 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 

1979  1978 

WORKING  CAPITAL  PROVIDED  BY: 

Current  operating  surplus                                                             $129,789  $  — 

Decrease  in  deposits  held  by  others                                                  —   34 

129,789   34 

WORKING  CAPITAL  USED  FOR: 

Current  operating  surplus                                                                 —  47,312 

Increase  in  deposits  held  by  others                                                    2,798  — 


2,798  47,312 


INCREASE  (DECREASE)  IN  WORKING  CAPITAL  126,991  (47,278) 

WORKING  CAPITAL  AT  BEGINNING  OF  YEAR  16,922  64,200 

WORKING  CAPITAL  AT  END  OF  YEAR  $143,913  $  16,922 

REPRESENTED  BY: 

Current  assets  $414,717  $153,655 

Current  liabilities  270,804  136,733 

$143,913  $  16,922 
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ATHABASCA  UNIVERSITY 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
MARCH  31,  1979 

Note  1  Authority 

Athabasca  University  operates  under  the  authority  of  The  Universities  Act,  Chapter  378, 
Revised  Statutes  of  Alberta  1970.  On  April  12,  1978  the  Athabasca  University  Regulation  was 
made  under  Order  in  Council  #434-78  pursuant  to  Section  4.1  of  The  Universities  Act.  These 
regulations  established  "The  Athabasca  University  Governing  Council"  as  the  governing 
authority  of  Athabasca  University. 

Note  2     Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

(a)  General 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  for: 

—  The  accounting  for  certain  accruals  (Note  2  (c)  ) 

—  The  accounting  for  copyrights  (Note  2  (d)  ) 

—  Depreciation  and  amortization  (Note  2  (e)  ) 

(b)  Fund  Accounting 

The  accounts  of  the  University  are  maintained  in  accordance  with  principles  of  fund 
accounting.  For  financial  reporting  purposes,  accounts  with  similar  characteristics  have 
been  combined  into  the  following  major  fund  groupings: 

—  Operating  funds 

—  Capital  funds 

—  Trust  funds 

(c)  Accounting  for  Accruals 

The  University  generally  follows  the  accrual  basis  of  accounting.  Certain  exceptions  have 
been  adopted  and  are  detailed  as  follows: 

(i)  Student  fees  collected,  which  apply  to  the  subsequent  fiscal  period,  are  not  treated  as 
deferred  revenues  but  are  recorded  as  revenues  in  the  current  fiscal  year. 

(ii)  The  costs  of  course  materials  are  accounted  for  in  the  period  the  expenditure  is  made 
and  therefore,  materials  on  hand  at  March  31,  are  not  treated  as  prepaid  expenses. 

(iii)  Trust  fund  expenditures  are  on  a  cash  basis. 

(iv)  Vacation  pay,  which  relates  to  the  current  and  the  previous  fiscal  period,  is  not 
accrued  as  a  liability.  The  amounts  are  expensed  in  the  period  the  holidays  are  taken. 

(d)  Copyrights 

It  is  the  policy  of  the  University  to  obtain  a  copyright  on  all  course  material  produced. 
The  costs  relating  to  the  development  of  the  materials  are  expensed  in  the  period  they 
are  incurred.  These  copyrights  have  been  recorded  at  a  nominal  value  of  $1. 

(e)  Depreciation  and  Amortization 

In  accordance  with  the  accepted  practice  of  most  Canadian  universities,  no  charge  is 
made  in  the  accounts  for  depreciation  of  fixed  assets.  Leasehold  improvements  are  not 
amortized  over  the  life  of  the  lease,  but  will  be  expensed  in  the  period  the  lease  expires. 

Note  3     Capital  Funds  Unexpended 

Capital  funds  unexpended  are  included  in  operating  funds.  Interest  earned  on  these  funds 
has  been  included  in  operating  fund  revenue. 

Note  4     Administration  Expenses 

Operating  expense  does  not  include  the  cost  of  all  office  accommodation,  a  substantial 
portion  of  which  is  provided  to  the  University  at  no  cost  by  the  Province  of  Alberta. 

Note  5     Lease  Commitments 

The  University  is  committed  to  lease  agreements  for  facilities  with  a  minimum  annual  rental 
of  approximately  $120,000.  These  leases  expire  on  August  31,  1982,  but  contain  a  clause 
whereby  the  University  can  be  released  from  the  lease  at  its  option. 
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Note  6     Comparative  Figures 

The  1978  figures  have  been  restated  where  necessary  to  conform  to  1979  presentation. 

Note  7     Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  June  22,  1979. 
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THE  UNIVERSITY  OF  ALBERTA 
FINANCIAL  STATEMENTS 
MARCH  31,  1979 


Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue  and  Expense 

Statement  of  Operating  Surplus 

Statement  of  Reserves 

Statement  of  Capital  Provided  by  the 
Province  of  Alberta 

Statement  of  Capital  Provided  by  Others 

Statement  of  Trust  Fund  Transactions 

Notes  to  the  Financial  Statements 


To  the  Board  of  Governors  of 
The  University  of  Alberta 

I  have  examined  the  balance  sheet  of  The  University  of  Alberta  as  at  March  31,  1979  and 
the  statements  of  revenue  and  expense,  operating  surplus,  reserves,  capital  provided  by 
the  Province  of  Alberta,  capital  provided  by  others  and  trust  fund  transactions  for  the  year 
then  ended.  My  examination  was  made  in  accordance  with  generally  accepted  auditing 
standards,  and  accordingly  included  such  tests  and  other  procedures  as  I  considered 
necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the 
University  as  at  March  31,  1979  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
June  29,  1979 


C.A. 

Auditor  General 
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Statement  A 


THE  UNIVERSITY  OF  ALBERTA 

BALANCE  SHEET  AS  AT  MARCH  31,  1979 

(thousands  of  dollars) 


ASSETS 


Operating  Funds 
Current: 
Cash 

Short-term  deposits 
Accounts  receivable  (Note  3) 
Accrued  interest 
Inventories 
Prepaid  expenses 
Due  from  trust  funds 

Total  current  assets 

Other: 
Long-term  deposits 
Livestock 


Capital  Funds 

Loan  receivable,  Students'  Union 

Fixed  assets: 
Land,  buildings  and  plant 
Furnishings  and  equipment 

Due  from  operating  funds  (Note  7) 


Trust  Funds 
Current: 
Cash 

Short-term  deposits 
Grants  receivable 
Loans  receivable 
Accrued  interest 

Total  current  assets 
Investments  (Note  4) 


Total 

Signed  on  behalf  of  the  Board  of  Governors: 
JOHN  L.  SCHLOSSER 


1979 


$  120 
31,286 
3,378 
648 
2,504 
172 
2,155 

40,263 

2,000 
 99 

42,362 

3,022 

279,761 
117,755 
16,497 

417,035 


196 
16,431 
1,611 
282 
288 

18,808 
20,312 

39,120 
$498,517 


1978 


;  121 

26,117 
3,039 
426 
2,168 
156 
2,405 

34,432 

2,000 
 9J 

36,523 

3,098 

267,214 
107,568 
11,699 

389,579 


178 
11,244 
1,477 
211 
128 

13,238 
22,228 

35,466 
$461,568 


E.B.  ALLAN 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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THE  UNIVERSITY  OF  ALBERTA 


Statement  A  (continued) 


BALANCE  SHEET  AS  AT  MARCH  31,  1979 

(thousands  of  dollars) 


LIABILITIES 


Operating  Funds 
Current: 

Bank  and  Treasury  Branch  indebtedness 

Accounts  payable  and  accrued  liabilities 

Holdbacks  payable 

Accrued  interest 

Deferred  revenue 

Refundable  deposits 

Due  to  capital  funds 

Total  current  liabilities 
Reserves,  Statement  D 
Operating  surplus,  Statement  C 


1979 


$  5,082 
9,556 
593 
459 
485 
164 
16,497 

32,836 
7,121 
2,405 


1978 


$  6,116 
7,596 
371 
445 
474 
99 
11,699 

26,800 
7,618 
2,105 


Capital  Funds 
Long-term  debt  (Note  6) 
Capital  provided  by  the  Province  of  Alberta, 

Statement  E 
Capital  provided  by  others,  Statement  F 


42,362 


24,890 

308,689 
83,456 


36,523 


25,122 

288,731 
75,726 


417,035 


389,579 


Trust  Funds 
Current: 
Due  to  brokers 
Due  to  operating  funds 

Total  current  liabilities 
Trust,  Statement  G 


99 
2,155 

2,254 
36,866 

39,120 


2,405 

2,405 
33,061 

35,466 


Total 


$498,517 


$461,568 
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Statement  B 


THE  UNIVERSITY  OF  ALBERTA 

STATEMENT  OF  REVENUE  AND  EXPENSE 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 

(thousands  of  dollars) 

REVENUE 


1979  1978 

Government  of  the  Province  of  Alberta: 

Operating  grant  $111,115  $102,570 

Less:  Payments  to  colleges  (97)  (47) 

Conditional  grants  1,850  1,731 

112,868  104,254 

Government  of  Canada: 

French  language  instruction  grant  178  181 

Conditional  grants  278  262 
Fees: 

General  12,662  11,972 

Special  163  169 

Interest,  net  1,088  918 

Killam  Estate,  appropriated  earnings  430  350 
Transfers  from  trust: 

Unallocated  interest  and  dividends  675  1,500 

Grants  in  aid  200  272 

Research  fund  —  101 

General  endowment  fund  interest  10  3 

Other  14  7 


128,566  119,989 


EXPENSE,  NET 


Faculties 

Indirect  instructional 
Library 

Plant  maintenance 
Student  services 
Public  service  departments 
Administrative  departments 
Ancillary  departments 


91,948 
875 
8,267 
15,238 
688 
1,474 
9,501 
795 

128,786 


85,038 
942 
7,859 
15,343 
598 
1,436 
9,040 
(360) 

119,896 


Surplus  (deficit)  for  the  year 


$  (220) 


93 
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THE  UNIVERSITY  OF  ALBERTA 


Statement  C 


STATEMENT  OF  OPERATING  SURPLUS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 

(thousands  of  dollars) 


1979 


1978 


Balance  at  beginning  of  year 
Add: 

Surplus  (deficit)  for  the  year,  Statement  B 

Prior  years'  adjustments 

Housing  Union  Building  acquisition  costs 


Deduct: 

Transfers  to  reserves,  Statement  D: 
Departmental  surplus  (deficit) 
Other 

Garneau  properties,  net  revenue  transferred 
to  capital  provided  by  others,  Statement  F 


$  2,105 

(220) 
47 

1,932 


(916) 
312 

131 

(473) 


$  3,528 

93 
24 

 9 

3,654 


891 
552 

106 
1,549 


Balance  at  end  of  year 


$  2,405 


$  2,105 
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Statement  E 


THE  UNIVERSITY  OF  ALBERTA 


STATEMENT  OF  CAPITAL  PROVIDED  BY  THE  PROVINCE  OF  ALBERTA 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 

(thousands  of  dollars) 


Balance  at  beginning  of  year 
Add:  Funds  from  the  Department  of  Advanced 
Education  and  Manpower: 

Capital  grants 

Matching  grants 

Deduct:  Transfer  to  capital  provided  by  others, 
Statement  F: 
Miscellaneous  grants  and  donations 

Balance  at  end  of  year  (a) 


1979 

$288,731 


19,641 
317 

308,689 


$308,689 


1978 


$276,588 


11,251 
909 

288,748 


17 


$288,731 


(a)  Balance  at  end  of  year  consists  of 
the  following: 
Capitalized  expenditures 
Capital  funds  unexpended  (Note  7) 


$298,504 
10,185 


$283,540 
5,191 


$308,689 


$288,731 
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Statement  F 

THE  UNIVERSITY  OF  ALBERTA 

STATEMENT  OF  CAPITAL  PROVIDED  BY  OTHERS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 

(thousands  of  dollars) 

1979  1978 

Balance  at  beginning  of  year  $  75,726  $  67,997 

Add:  Capital  assets  provided  from: 

Operating  funds,  library  books  1,386  1,517 

Trust  funds  2,334  1,520 

Hospitalization  Benefits  Plan  for  the 

Provincial  Laboratories  of  Public  Health  55  97 

University  Hospital  utilities  service  corridor  1,642  2,768 

Commonwealth  Games  Foundation  238  212 

St.  Stephen's  College  utilities  service  corridor  41  45 

Donations  from  the  Three  Alberta  Universities 

Capital  Fund  (Note  7)  339  446 

Garneau  properties,  net  revenue  131  106 

Interest  1,281  836 

Mortgage  principal  repayments  156  149 

Government  of  Canada  grant  for  assistance  to 

minority  language  4  4 

Provincial  Cancer  Hospitals  Board  12  10 

Heritage  Canada  Award  —  2 

Transfer  from  capital  provided  by  the  Province 
of  Alberta,  Statement  E: 
Miscellaneous  grants  and  donations  —  17 

University  Community  and  Day  Care  Centre  11  — 

Coal  Mining  Research  Institute  100  — 

Balance  at  end  of  year  (a)  $  83,456  $  75,726 


Balance  at  end  of  year  consists  of  the  following: 

Capitalized  expenditures                                                          $  77,144  $  69,218 

Capital  funds  unexpended  (Note  7)                                                 6,312  6,508 

$  83,456  $  75,726 
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THE  UNIVERSITY  OF  ALBERTA 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
MARCH  31,  1979 

(all  figures  in  thousands  of  dollars) 

Note  1  Authority 

The  University  of  Alberta  operates  under  the  authority  of  The  Universities  Act,  Chapter  378, 
Revised  Statutes  of  Alberta  1970. 

Note  2     Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

(a)  General 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  for  the  following: 

—  fixed  asset  capitalization  and  valuation  are  in  accordance  with  the  accepted  practice 
of  most  Canadian  universities  (Note  2  (e),  (f)  ) 

—  the  accrual  basis  of  accounting  is  not  applied  to  certain  revenues  and  expenses 
which  relate  to  the  academic,  rather  than  fiscal  period  (Note  2  (d)  ) 

—  certain  Killam  Estate  trust  investments  are  stated  at  market  value  (Note  2  (h)  ) 

—  payments  of  principal  on  long-term  debt  are  charged  to  operations  of  ancillary 
departments  (Note  2  (i)  ) 

(b)  Fund  Accounting 

The  accounts  of  the  University  are  maintained  in  accordance  with  principles  of  fund 
accounting. 

For  financial  reporting  purposes,  accounts  with  similar  characteristics  have  been 
combined  into  the  following  major  fund  groupings: 

—  Operating  funds 

—  Capital  funds 

—  Trust  funds 

(c)  Changes  in  Financial  Position 

A  statement  of  changes  in  financial  position  is  not  provided,  as  disclosure  in  these 
financial  statements  is  considered  to  be  adequate. 

(d)  Accounting  for  Accruals 

The  University  generally  follows  the  accrual  basis  of  accounting.  Certain  exceptions 
have  been  adopted  and  are  detailed  as  follows: 

(i)  Student  fees  for  the  Winter  Session  which  apply  to  April  and  May  are  not  treated  as 
deferred  revenues  but  are  recorded  as  revenues  of  the  fiscal  year  ended  March  31. 

(ii)  The  costs  of  certain  term  appointments  extending  into  April  and  May  are  accounted 
for  as  salaries  payable  and  expenses  of  the  fiscal  year  ended  March  31. 

(iii)  Trust  funds  expenditures  are  on  a  cash  basis. 

(e)  Fixed  Assets 

Land,  buildings  and  plant,  including  buildings  under  construction,  are  recorded  at  cost. 
Furnishings  and  equipment  are  recorded  at  cost  less  proceeds  of  disposal.  Fixed  assets 
funded  by  equipment  replacement  reserves  are  not  capitalized. 
Furnishings  and  equipment  includes  the  cost  of  library  books  purchased  from  operating 
funds  and  equipment  purchased  from  trust  funds. 

(f)  Depreciation 

In  accordance  with  the  accepted  practice  of  most  Canadian  universities,  no  charge  is 
made  in  the  accounts  for  depreciation  of  fixed  assets. 

(g)  Inventories 

Inventories  of  merchandise  and  supplies  are  valued  at  the  lower  of  cost  or  net  realizable 
value. 

(h)  Investments 

Investments  are  recorded  at  cost  or  amortized  cost  where  applicable.  Amortization  of 
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premium  or  discount  is  calculated  on  a  straight  line  basis  from  acquisition  date  to 
maturity  date. 

Gains  or  losses  on  sales  of  investments,  including  any  unamortized  premium  or 
discount,  are  recognized  in  the  year  of  disposal,  therefore  no  provision  has  been  made 
to  write  down  investments  to  recognize  any  declines  in  market  value. 
As  an  exception  to  the  foregoing,  the  Killam  Estate  trust  investments  were  restated  to 
market  value  as  at  August  31,  1977,  thus  recording  a  net  unrealized  gain.  Subsequent 
purchases  have  been  recorded  at  cost. 

(i)    Ancillary  Departments 

Ancillary  departments  provide  goods  and  services  to  the  university  community  and  are 
expected  to  operate  on  a  break-even  basis.  These  departments  are  assessed  most 
overhead  costs  associated  with  their  operations,  such  as  payments  of  principal  and 
interest  on  all  long-term  debts  and  provisions  for  equipment  replacement  or  extraordin- 
ary maintenance  reserves. 

Note  3     Accounts  Receivable 

Accounts  receivable  consist  of  the  following 


Province  of  Alberta 
Government  of  Canada 
Sundry  debtors,  less  allowance  for  doubtful 
accounts 


$3,378  $3,039 


1979 

$1,665 
553 


1,160 


1978 

$  834 
504 


1,701 


Note  4  Investments 

Investments  are  summarized  as  follows: 


Marketable  securities: 
Government  of  Canada  bonds, 

direct  and  guaranteed 
Provincial  debentures, 

direct  and  guaranteed 
Corporation  debentures 
Convertible  corporation 

debentures 
Preferred  shares 
Convertible  preferred  shares 
Common  shares 


1979 


Cost  (a) 


14 

3 

1,013 

310 
12,072 


Market 
Value 


13 

3 

1,124 

336 
14,189 


1978 


Cost  (a) 


41 

70 
15 

2,161 
27 
928 
13,464 


Market 
Value 


40 

61 
17 

2,121 
17 
946 
13,393 


13,412      $  15,665 


16,706      $  16,595 


Other  (not  publicly  traded) 
Mortgages 
Real  estate  (b) 


5,014 
1,886 


$  20,312 


3,636 
1,886 


$  22,228 


(a)  Certain  Killam  Estate  trust  investments  are  recorded  at  market  value,  as  is  further  ex- 
plained in  Note  2  (h). 

(b)  Current  real  estate  conditions  indicate  that  the  appreciation  of  properties  has  maintained 
asset  valuation  at  an  amount  in  excess  of  cost. 
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Note  5  Reserves 

(a)  Ancillary  Departments 
Operating: 

Represents  the  accumulated  surplus  or  deficit  on  operations  of  ancillary  departments. 
Equipment  Replacement: 

Represents  balances  reserved  for  replacement  of  furnishings  and  equipment. 
Extraordinary  Maintenance: 

Created  to  provide  funds  for  major  repair  and  maintenance  costs  of  a  non-periodic  nature. 

(b)  Faculty  and  Departmental 

Represents  funds  reserved  under  a  flexible  expenditure  program  which  permits,  within 
stated  limits,  the  carryover  to  subsequent  years  of  certain  unexpended  and  all 
overexpended  departmental  funds. 

(c)  Other 
Conditional  Grants: 

Represents  the  balance  of  unexpended  conditional  grants  received  from  the  Province  of 
Alberta  and  the  Government  of  Canada. 

Equipment  Replacement,  Computing  Services: 

Represents  funds  reserved  for  anticipated  major  replacement  of  computer  hardware. 
Federal  Aid  Fund: 

Represents  the  balance  of  unexpended  general  funding  grants  received  from  the 
Government  of  Canada. 

Library  Fund: 

Represents  the  net  over  or  under  expenditure  of  the  library  book  budget. 
Provincial  Laboratories  of  Public  Health: 

Represents  the  net  surplus  on  operations  accumulated  by  the  Provincial  Laboratories  of 
Public  Health  up  to  and  including  1968. 

Athletic  Services  —  supplementary  programs: 

Represents  the  accumulated  deficit  on  operation  of  the  programs. 

Workers'  Compensation: 

Represents  funds  reserved  for  payment  of  costs  associated  with  accidents  which 
occurred  prior  to  December  31,  1975,  during  which  time  the  University  maintained  a 
self-insurance  program. 

(d)  Other  Transfers  to  Operating  Surplus 

Represents  the  transfer  of  an  extraordinary  departmental  deficit  in  Housing  and  Food 
Services,  and  a  prior  year  adjustment  to  the  Art  Store  reserve. 


Note  6     Long-Term  Debt 

Long-term  debt  is  summarized  as  follows: 

Rate  of 

Final  Maturity  Date 


Long-term  notes: 

(a)  July  1,  2000 

(b)  July  1,  2001 

Mortgages  payable: 

(c)  June  1,  1978 

(d)  July  1,  2014 

(e)  April  1,  2018 

(f)  November  1,  2018 

(g)  September  1,  2023 

(h)  April  1,  2011 


Interest 

6V2% 
7V2 

9 

5Vs 
5% 

61/4 

7V2 
10% 


Original 
Advance 


1,200 
1,250 

5,521 
3,300 
4,500 
2,250 
3,987 
475 


Amount  Outstanding 
1979  1978 


1,060 
1,144 


2,986 
4,268 
2,153 
3,939 
470 


1,082 
1,162 

5,381 
3,015 
4,296 
2,166 
3,950 
472 
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Debentures  payable,  Province 

of  Alberta: 
(i)    June  30,  1999 
(j)    June  1,  2008 

Advance  from  Provincial 
Treasurer  (k) 


5V2 
9% 


3,625 
5,372 

500 


3,022 
5,348 

500 


3,098 


500 


$  24,890 


$  25,122 


(a)  Long-term  note  to  finance  construction  of  Stadium  Car  Park.  Annual  payments  of 
principal  and  interest  are  adjusted  to  reflect  the  difference  between  the  current 
Consumer  Price  Index,  as  published  by  Statistics  Canada,  and  the  index  at  the  time  of 
the  original  advance. 

(b)  Long-term  note  to  finance  construction  of  Windsor  Car  Park.  Annual  payments  of 
principal  and  interest  are  adjusted  to  reflect  the  difference  between  the  current 
Consumer  Price  Index,  as  published  by  Statistics  Canada,  and  the  index  at  the  time  of 
the  original  advance. 

(c)  Mortgage  to  finance  construction  of  Housing  Union  Building,  repaid  on  June  1 , 1978  and 
refinanced  on  the  basis  of  a  30  year  term  at  93/4%.  (Note  6  (j)  ) 

(d)  Mortgage  to  finance  construction  of  food  services  building  and  student  residences, 
repayable  in  monthly  instalments  of  principal  and  interest,  guaranteed  by  the  Province 
of  Alberta. 

(e)  Mortgage  to  finance  construction  of  married  student  housing,  phase  I,  repayable  in 
monthly  instalments  of  principal  and  interest. 

(f)  Mortgage  to  finance  construction  of  a  student  residence,  repayable  in  monthly 
instalments  of  principal  and  interest. 

(g)  Mortgage  to  finance  construction  of  married  student  housing,  phase  II,  repayable  in 
monthly  instalments  of  principal  and  interest. 

(h)  Mortgage  to  finance  renovations  of  Pembina  Hall  Residence,  repayable  in  annual 
instalments  of  principal  and  interest. 

(i)  University  of  Alberta  debenture  to  finance  construction  of  the  Students'  Union  Building, 
repayable  in  annual  instalments  of  principal  and  interest.  Annual  principal  and  interest 
payments  are  recovered  from  the  Students'  Union. 

(j)  University  of  Alberta  debenture  to  finance  construction  of  Housing  Union  Building 
repayable  in  monthly  instalments  of  principal  and  interest. 

(k)  Advance  to  finance  construction  of  student  residences  and  food  services  building. 
Subsequent  to  March  31,  1979  this  advance  was  forgiven  by  the  Provincial  Treasurer. 

Anticipated  requirements  to  meet  long-term  debt  repayments  during  the  next  five  years  are 
as  follows: 


Mortgages 

and 

Long-term 

Debentures 

Year 

Notes 

Payable 

Total 

1980 

$43 

$128 

$171 

1981 

46 

137 

183 

1982 

49 

147 

196 

1983 

53 

157 

210 

1984 

58 

167 

225 

Principal  due  within  one  year  is  not  reflected  as  a  current  liability. 
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Note  7     Capital  Funds  Unexpended 

Capital  funds  unexpended  are  detailed  as  follows:  (a) 


1979  1978 

Provided  by  the  Province  of  Alberta: 

Capital  grants                                                                $    7,706  $  2,555 

Matching  grants                                                                      669  969 

Works  of  art                                                                          60  3 

Departmental  capital  equipment  reserve  (b)                              1,750  1,664 


10,185  5,191 

Provided  by  Others: 

Interest,  net  (c)  3,144  3,144 

Three  Alberta  Universities  Capital  Fund  (d)  2,302  2,513 

Garneau  Properties  Reserve  (e)  408  423 

Land  Exchange  Reserve  (f)  444  423 

Ellerslie  Farm  Trust  3  3 

Donations,  sundry  11  2 


6,312  6,508 

Due  from  operating  funds  $  16,497  $  11,699 


(a)  Represents  funds  committed  to,  or  allocated  for  capital  projects  and  acquisitions. 

(b)  Represents  funds  reserved  under  a  flexible  expenditure  program  which  permits,  within 
stated  limits,  the  carry-over  to  subsequent  years  of  certain  unexpended  and  all  overex- 
pended  departmental  capital  equipment  funds. 

(c)  Represents  interest  earned  by  investing  unexpended  capital  funds,  net  of  the  amounts 
distributed  to  certain  capital  reserves. 

(d)  Represents  donations  from  the  Three  Alberta  Universities  Capital  Fund  which  are  match- 
ed by  the  Province  of  Alberta. 

An  amount  of  $842  is  eligible  for  matching  by  the  Province  of  Alberta  at  March  31, 1979. 

(e)  Represents  the  accumulated  surplus  on  operations  of  the  Garneau  District  rental  prop- 
erties and  is  maintained  to  provide  funds  for  the  renovation  costs  of  these  properties. 

(f)  Represents  proceeds  from  land  sales  and  is  maintained  to  provide  funds  for  possible 
future  land  acquisitions. 

Note  8     Contingent  Liabilities  and  Subsequent  Events 

The  University  has  a  contingent  liability  of  approximately  $679  with  respect  to  endorsements 
given  to  secure  bank  loans  to  assist  permanent  full-time  employees  in  purchasing  homes. 
At  March  31,  1979  the  University  was  named  as  defendant  in  various  legal  actions.  No 
provision  has  been  made  in  the  accounts  for  direct  or  contingent  liabilities  arising  from  such 
litigation.  It  is  not  expected  that  these  liabilities  will  exceed  $200. 

Subsequent  to  March  31,  1979  a  settlement  was  reached  on  a  retroactive  salary  increase  for 
members  of  the  non-academic  staff  association.  The  estimated  amount  of  the  increase  is 
charged  to  operations  for  the  current  year  and  is  reflected  as  an  accrued  liability  in  the  Balance 
Sheet,  Statement  A. 

Note  9     Management  Advisory  Institute  and  Chembiomed  Ltd. 

Shares  of  these  companies  are  wholly  owned  by  the  University.  The  companies'  operations 
are  not  included  in  the  Statement  of  Revenue  and  Expense,  Statement  B. 

Note  10    Comparative  Figures 

The  1978  figures  have  been  restated  where  necessary  to  conform  to  1979  presentation. 

Note  11    Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  June  29,  1979. 
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THE  UNIVERSITY  OF  CALGARY 
FINANCIAL  STATEMENTS 
MARCH  31,  1979 


Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue,  Expense  and  Operating  Surplus 

Statement  of  Long-Term  Debt 

Statement  of  Reserves 

Statement  of  Capital  and  Capital  Surplus 

Statement  of  Restricted  Funds  Transactions 

Notes  to  the  Financial  Statements 


To  the  Board  of  Governors  of 
The  University  of  Calgary 

I  have  examined  the  balance  sheet  and  the  statement  of  long-term  debt  of  The  University 
of  Calgary  as  at  March  31,  1979  and  the  statements  of  revenue,  expense  and  operating 
surplus,  reserves,  capital  and  capital  surplus  and  restricted  funds  transactions  for  the  year 
then  ended.  My  examination  was  made  in  accordance  with  generally  accepted  auditing 
standards,  and  accordingly  included  such  tests  and  other  procedures  as  I  considered 
necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the 
University  as  at  March  31,  1979  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements  which,  except  for  the  change  in  accounting  policy  with  respect  to  prepaid 
expense  as  referred  to  in  Note  3,  has  been  applied  on  a  basis  consistent  with  that  of  the 
preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
July  18,  1979 


C.A. 

Auditor  General 
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Statement  A 


THE  UNIVERSITY  OF  CALGARY 

BALANCE  SHEET  AS  AT  MARCH  31,  1979 

(thousands  of  dollars) 

ASSETS 


1979  1978 


GENERAL  FUNDS 
Current: 

Cash  $      217  $  201 

Investments,  at  amortized  cost  (Note  4)  21,487  16,872 

Accounts  receivable  802  598 

Grants  receivable,  Province  of  Alberta  1,900  775 

Accrued  interest  287  201 

Merchandise  inventories,  at  cost  972  990 

Prepaid  expense  (Note  3)  344  574 

Due  from  restricted  funds   17   55 

Total  current  assets  26,026  20,266 
Long-term: 

Advance,  McMahon  Stadium  expansion  (Note  5)  421  580 

Loan,  Banff  School  of  Fine  Arts  —  83 

Deposit,  Workers'  Compensation  Board   ]b   15 

436  678 

Assets  on  deposit  with  the  Province 
of  Alberta  for  sinking  fund:  (Note  6) 

Investments,  at  amortized  cost  (Note  4)  602  561 

Accrued  interest   8   7 

610  568 


Fixed,  at  cost: 

Land,  buildings  and  plant  145,973  139,335 

Furnishings  and  equipment  67,680  60,266 

213,653  199,601 

Total  general  funds  240,725  221,113 
RESTRICTED  FUNDS 

Cash  35  9 

Investments,  at  amortized  cost  (Note  4)  14,767  15,830 

Accounts  receivable  940  909 

Loans  receivable  3  4 

Accrued  interest  189  147 

Prepaid  expense   12   9 

Total  restricted  funds  15,946  16,908 

$256,671  $238,021 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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THE  UNIVERSITY  OF  CALGARY 


Statement  A  (continued) 


BALANCE  SHEET  AS  AT  MARCH  31,  1979 

(thousands  of  dollars) 

LIABILITIES  AND  EQUITY 

1979  1978 

GENERAL  FUNDS 
Current: 

Bank  overdrafts  $    1,292  $  1,453 

Accounts  payable  6,947  4,976 

Deferred  revenue  450  402 

Due  to  Banff  School  of  Fine  Arts  —  298 

Total  current  liabilities  8,689  7,129 
Advance  from  capital  surplus  re  McMahon 

Stadium  (Note  5)  421  580 

Long-term  debt,  Statement  C  6,709  6,765 

15,819  14,474 


Equity: 

Capital  and  capital  surplus,  Statement  E  216,815  198,402 
Reserves,  Statement  D: 

Operating  2,108  1,862 

Capital  2,790  2,885 

4,898  4,747 

Operating  surplus,  Statement  B  (Note  7)  3,193  3,490 

Total  equity  224,906  206,639 

Total  general  funds  240,725  221,113 

RESTRICTED  FUNDS 

Salaries  payable  12  9 

Accrued  charges  95  71 

Due  to  general  funds   17   55 

124  135 

Endowment  funds,  Statement  F  8,992  8,762 

Expendable  funds,  Statement  F  (Note  8)  6,830  8,011 

Total  restricted  funds  15,946  16,908 


$256,671  $238,021 
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Statement  B 

THE  UNIVERSITY  OF  CALGARY 

STATEMENT  OF  REVENUE,  EXPENSE  AND  OPERATING  SURPLUS 

FOR  THE  YEAR  ENDED  MARCH  31,  1979 

(thousands  of  dollars) 
REVENUE 


1979 

1978 

Grants: 

Province  of  Alberta 

$  63,536 

$  58,651 

Grants  in  aid 

2 

4 

63,538 

58,655 

Fees 

o,uzo 

7  Q/in 

Interest 

R7T 

uonaieu  runub 

O  1 

1  no 

Miscellaneous 

97"? 

Z  /  O 

Zoo 

72,715 

66,910 

EXPENSE,  NET 

Faculties 

47,914 

42,941 

Indirect  instructional 

3,683 

3,295 

Library 

4,340 

4,239 

Plant  maintenance 

7,738 

7,425 

Student  services 

772 

684 

Public  service  departments 

815 

841 

Administrative  departments 

4,043 

3,730 

Miscellaneous  expense 

3,206 

2,881 

Operating  departments 

too  \ 

A  1 

41 

72,428 

66,077 

Surplus  for  the  year  before  extraordinary  item 

287 

833 

Extraordinary  item  (Note  3) 

206 

Surplus  for  the  year 

81 

833 

Appropriated  to(from)  reserves,  Statement  D: 

Operating  reserves: 

Appropriated 

935 

563 

Less:  Expenditures 

698 

618 

237 

(55) 

Capital  reserves 

141 

90 

378 

35 

Unappropriated  surplus  (deficit)  for  the  year 

(297) 

798 

Operating  surplus  at  beginning  of  year 

3,490 

2,692 

Operating  surplus  at  end  of  year  (Note  7) 

$  3,193 

$  3,490 
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THE  UNIVERSITY  OF  CALGARY 

STATEMENT  OF  LONG-TERM  DEBT 
AS  AT  MARCH  31,  1979 


Statement  C 


Final  Maturity  Date 

Debentures  payable: 
March  15,  1982(a)  (Note  6) 
November  1,  2005(b)(e) 


Mortgage  payable: 
March  1,  2016  (c)(e) 

Advance  from  the  Provincial 
Treasurer  (d) 


(thousands  of  dollars) 

Rate  of 
Interest 


51/2% 
77/8% 


51/8% 


Original 
Advance 

$  750 
3,714 


2,165 


500 


Amount  Outstanding 
1979  1978 


$  750 
3,470 

4,220 

1,989 

500 
$6,709 


$  750 
3,508 

4,258 

2,007 

500 
$6,765 


(a)  Guaranteed  by  the  Province  of  Alberta. 

(b)  Debenture  to  finance  construction  of  student  family  housing,  repayable  in  monthly  instalments  of 
principal  and  interest  of  $26. 

(c)  mortgage  to  finance  construction  of  food  services  building  and  student  residences,  repayable  in 
monthly  instalments  of  principal  and  interest  of  $10  guaranteed  by  the  Province  of  Alberta. 

(d)  Advance  to  finance  construction  of  student  residences  and  food  services  building.  Subsequent  to 
March  31,  1979,  this  advance  was  forgiven  by  the  Provincial  Treasurer. 

(e)  Principal  payments  on  long-term  debt  for  the  next  five  years  will  be  as  follows: 

Year  Ending  March  31  Amount 


1980 
1981 
1982 
1983 
1984 


$60 
64 
69 
74 
79 


(f)    Current  portion  of  long-term  debt  is  not  included  in  current  liabilities. 
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THE  UNIVERSITY  OF  CALGARY 


Statement  E 


STATEMENT  OF  CAPITAL  AND  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 

(thousands  of  dollars) 

Capital 
Provided 
by  the 
Province 
of  Alberta 

Balance  at  beginning  of  year  $152,717 


Add: 

Funds  received  from  the  Province  of 
Alberta: 


V^dLJI  Id  1    y  idlll 

c  001 
ofZo\ 

6,281 

5,224 

iviaicning  gram  —  i  nree  AiDerta  universities 

fund  raising  campaign 

2,346 

2,346 

1,088 

ft  A  f  ft  fl      r**\  /—i  r™\      C  +  n  /~l  ■  ■  •  »-i 

—  ivicivianon  oxaoium 

expansion  u\ioie  o) 

2,21  1 

2,217 

f**;*r\itial    accptc   nrn\/iHDH   frnm  ■ 
^dpiLdl    dobclb    piUVIUcU  liUlTl. 

Operating  funds 

2,156 

2,156 

2,057 

Restricted  funds 

— 

787 

787 

779 

Recovery  of  leased  alteration  costs 

12 

McMahon  Stadium  Society  —  improvements 

155 

155 

—  expansion 

160 

160 

19 

Capital  reserves: 

Arts  Policy  Committee 

_ 

25 

25 

7 

General  equipment  replacement 

— 

1,984 

1,984 

1,568 

Donations  —  Three  Alberta  Universities 

fund  raising  campaign 

2,109 

2,109 

803 

—  McMahon  Stadium 

expansion  (Note  8) 

City  of  Calgary 

1,000 

1,000 

Private  sector 

725 

725 

—  Other 

197 

197 

30 

Interest 

1,191 

1,191 

681 

Sinking  fund  earnings 

42 

42 

40 

Mortgage  and  debenture  principal  repayments 

56 

56 

52 

Loss  on  disposal  of  capital  assets,  net 

(1,257) 

(1,257) 

(1,701) 

10,844 

9,330 

20,174 

10,659 

163,561 

55,015 

218,576 

200,236 

educt: 

Appropriations  to  capital  reserves, 

Statement  D 

General  equipment  replacement 

1,761 

1,761 

1,834 

alance  at  end  of  year 

$163,561 

$  53,254 

$216,815 

$198,402 

Capital  Total  Total 

Surplus  1979  1978 

$  45,685      $198,402  $189,577 
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THE  UNIVERSITY  OF  CALGARY 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
MARCH  31,  1979 

Note  1  Authority 

The  University  of  Calgary  operates  under  authority  of  The  Universities  Act,  Chapter  378, 
Revised  Statutes  of  Alberta  1970. 

Note  2     Significant  Accounting  Policies 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  for  the  following: 

a)  Depreciation  is  not  provided  on  fixed  assets.  A  provision  for  asset  replacement  is 
charged  on  furnishings,  equipment  and  motor  vehicles  used  by  operating  departments, 
the  motor  vehicle  pool  and  the  grounds  department.  The  operating  departments  are  also 
charged  with  the  mortgage  payments  related  to  the  buildings  they  occupy. 

The  Province  of  Alberta  provides  funds  for  additions  to  assets  and  for  the  replacement  of 
assets  used  by  the  University,  except  for  the  above  departments. 

b)  Fees  for  the  winter  session,  January  to  April,  in  the  amount  of  $3,193,000  have  been 
taken  into  income.  (1978  —  $2,979,000). 

c)  Salaries  for  sessional  employees  for  the  month  of  April  1979  related  to  the  winter  session 
have  been  accrued  and  charged  to  1978  79  operations  in  the  amount  of  $512,000.  (1978 
—  $471,000). 

d)  Books  for  main  and  law  libraries  are  charged  as  an  operating  expense.  The  University  at 
the  same  time  capitalizes  the  cost  of  these  books.  The  University's  departmental  reserve 
policy  permits  the  purchase  of  capital  equipment  out  of  reserve  funds  which  are  charged 
as  an  operating  expense.  This  equipment  is  also  capitalized.  During  the  year  the 
capitalized  value  of  books  was  $1,679,000  (1978  $1,713,000),  equipment  $174,000  (1978 
Nil),  and  is  included  on  Statement  E  as  capital  provided  from  operating  funds. 

The  accounts  of  the  University  are  maintained  in  accordance  with  the  principles  of  "fund 
accounting"  in  order  that  limitations  and  restrictions  placed  on  the  use  of  available 
resources  are  observed.  Under  fund  accounting,  resources  are  classified  for  accounting  and 
reporting  purposes  into  funds  in  accordance  with  activities  or  objectives  specified.  Separate 
accounts  are  maintained  for  General  Funds  (capital  and  operating)  and  Restricted  Funds. 
A  Statement  of  Changes  in  Financial  Position  is  not  provided  as  disclosure  in  the  financial 
statements  is  deemed  adequate. 

Note  3     Change  in  Accounting  Policy  —  Prepaid  Expense 

The  University  has  established  a  policy  which  provides  that  departmental  supplies  of  a 
consumable  nature  and  convocation  gowns  will  no  longer  be  carried  as  a  prepaid  expense. 
The  write-off  of  these  items  ($206,000)  has  been  treated  as  an  extraordinary  adjustment  to 
surplus. 


Note  4  Investments 

Investments  held  are  made  up  of  the  following: 


1979  1978 
(thousands  of  dollars) 


General  Funds: 
Current: 

Short-term  deposits  $  20,312  $  16,317 

Bonds  448  69 

Shares  649  486 

Mortgages    — 

$  21,487  $  16,872 


Approximate  market  values  $  21,795  $  16,910 
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Assets  on  deposit  with  the 
Province  of  Alberta  for  sinking 
fund: 

Consolidated  Cash  Investment 

Trust  Fund 
Bonds  and  debentures 


Approximate  market  values 

Restricted  Funds: 
Short-term  deposits 
Bonds  and  debentures 
Shares 
Mortgages 


Approximate  market  values 


$ 

178 

$ 

45 

424 

516 

$ 

602 

$ 

561 

$ 

570 

$ 

535 

$ 

1 1,2.1x1 

$ 

13,972 

375 

406 

1,859 

1,359 

258 

93 

$ 

14,767 

$ 

1 5,830 

$ 

15,052 

$ 

15,958 

Note  5     McMahon  Stadium  Expansion 

The  Board  of  Governors,  in  March  1973,  approved  a  borrowing  resolution  for  the  financing 
of  the  seating  expansion  of  McMahon  Stadium,  such  borrowing  to  be  repaid  out  of  excess 
rental  income  generated  through  the  operation  of  the  Stadium  by  the  McMahon  Stadium 
Society.  Because  of  the  adverse  interest  rates,  the  University  decided  not  to  proceed  with 
borrowing,  and  has  temporarily  financed  the  cost  of  expansion,  $654,000,  from  surplus 
capital  funds;  $233,000  of  this  expenditure  has  been  repaid  from  excess  rental  income  to 
date. 

Note  6     Sinking  Fund 

The  assets  on  deposit  with  the  Province  of  Alberta  have  been  deemed  adequate  to  retire  the 
debentures  payable  of  $750,000  due  on  March  15,  1982. 

Note  7     Operating  Surplus 

At  the  Board  of  Governors  meeting  on  January  18, 1979,  an  appropriation  of  $1,525,000  from 
the  operating  surplus  account  to  augment  the  1979/80  operating  budget  revenue  was 
approved,  leaving  $1,668,000  unappropriated. 

Note  8     Expendable  Funds 

At  March  31, 1978,  the  category  held  on  behalf  of  others  on  Statement  F  showed  a  balance  of 
$3,701,000.  This  balance  contained  an  amount  of  $2,384,000  held  in  trust  pending  expansion 
of  the  west  side  of  McMahon  Stadium,  of  which  $2,000,000  was  a  matching  grant  from  the 
Province  of  Alberta,  and  $384,000  was  donated  funds. 

During  1978/79  construction  of  the  expansion  facilities  commenced.  The  $2,384,000  has 
been  recorded  under  Expenditures  on  Statement  F  and  transferred  to  the  University's  capital 
accounts.  At  March  31,  1979  it  is  shown  on  Statement  E  under  Matching  grant  and 
Donations. 

Note  9     Contingent  Liability 

The  University  has  a  contingent  liability  of  $376,000  with  respect  to  guarantees  given  to 
secure  bank  loans  to  assist  new  faculty  members  in  purchasing  homes.  (1978  $389,000). 

Three  Statements  of  Claim  for  wrongful  dismissal,  filed  by  former  employees  and  totalling 
$209,000,  are  pending  against  the  University.  The  University  is  denying  the  validity  of  the 
claims. 

Note  10  Approval  of  Financial  Statements 

On  July  18,  1979  the  audit  committee  reviewed  these  financial  statements  and  recom- 
mended their  approval  to  the  University  Board  of  Governors. 
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THE  UNIVERSITY  OF  LETHBRIDGE 


FINANCIAL  STATEMENTS 
MARCH  31,  1979 

Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue,  Expense  and 
Operating  Surplus 

Statement  of  Capital  Provided  by  the 
Province  of  Alberta 

Statement  of  Capital  Surplus 

Statement  of  Reserves 

Statement  of  Trust  Fund  Transactions 

Notes  to  the  Financial  Statements 


AUDITOR'S  REPORT 

To  The  Board  of  Governors  of 
The  University  of  Lethbridge 

I  have  examined  the  balance  sheet  of  The  University  of  Lethbridge  as  at  March  31,  1979 
and  the  statements  of  revenue,  expense  and  operating  surplus,  capital  provided  by  the 
Province  of  Alberta,  capital  surplus,  reserves  and  trust  fund  transactions  for  the  year  then 
ended.  My  examination  was  made  in  accordance  with  generally  accepted  auditing 
standards,  and  accordingly  included  such  tests  and  other  procedures  as  I  considered 
necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the 
University  as  at  March  31,  1979  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


1\ 


2 


Edmonton,  Alberta  C.A. 
July  13,  1979  Auditor  General 
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THE  UNIVERSITY  OF  LETHBRIDGE 

BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


ASSETS 


Statement  A 


Operating  Funds 
Current: 
Cash 

Short-term  deposits 
Accounts  receivable  (Note  3) 
Accrued  interest 
Merchandise  held  for  resale 
Prepaid  expenses 
Due  from  trust  funds 

Total  current  assets 

Other: 

Deposit,  Workers'  Compensation  Board 


1979 


306,504 
3,800,000 
186,329 
45,443 
198,855 
12,263 

4,549,394 

9,874 
4,559,268 


1978 


277,912 
2,631,876 
150,275 
19,012 
180,127 
8,200 
5,774 

3,273,176 

9,573 
3,282,749 


Capital  Funds 

Fixed: 
Land  and  buildings 
Furnishings  and  equipment 

Due  from  operating  funds  (Note  7) 


22,940,451 
8,805,839 
2,061,754 

33,808,044 


20,719,307 
7,775,537 
1,692,060 

30,186,904 


Trust  Funds 
Current: 
Cash 

Short-term  deposits 
Accounts  receivable 
Accrued  interest 
Due  from  operating  funds 

Total  current  assets 
Investments  (Note  4) 


42,187 
70,000 
20,518 
8,483 
331,796 

472,984 
157,810 

630,794 


324,433 
42,221 
20,998 
9,435 

397,087 
75,812 

472,899 


Total 


$38,998,106 


$33,942,552 


The  accompanying  notes  are  part 
of  these  financial  statements. 


168 


THE  UNIVERSITY  OF  LETHBRIDGE 

BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


Statement  A  (continued) 


LIABILITIES 


Operating  Funds 
Current: 
Accounts  payable 
Holdbacks  payable 
Deferred  revenue 
Due  to  capital  funds 
Due  to  trust  funds 

Total  current  liabilities 
Reserves,  Statement  E 
Operating  surplus,  Statement  B 


1979 


1,176,994 
109,627 
50,874 

2,061,754 
331,796 

3,731,045 
391,534 
436,689 


1978 


$  676,130 

48,817 
1,692,060 

2,417,007 
294,592 
571,150 


Capital  Funds 
Debenture  payable  (Note  6) 
Capital  provided  by  the  Province  of 

Alberta,  Statement  C 
Capital  surplus,  Statement  D 


4,559,268 


2,267,720 

26,326,480 
5,213,844 

33,808,044 


3,282,749 


2,273,420 

23,331,385 
4,582,099 

30,186,904 


Trust  Funds 
Current: 

Due  to  operating  funds 
Trust,  Statement  F 


630,794 
630,794 


5,774 
467,125 

472,899 


Total 


538,998,106 


$33,942,552 
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Statement  B 

THE  UNIVERSITY  OF  LETHBRIDGE 

STATEMENT  OF  REVENUE,  EXPENSE  AND  OPERATING  SURPLUS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


REVENUE 


1979 

1978 

Grants: 

Prnuinrp  nf  Alhprta  —  rpmilflr 
r  i  uv  ii  iuc  \J  i   aaiucilcj          i  cyuiai 

4>    ZJ  f\J'-r  U  ,\J\J\J 

$  8  ^rr  nnn 

—  special  programs 

656,900 

453,000 

y,  /u  i  ,yuu 

o,oUo,UUU 

Fees: 

General 

1,014,517 

987,719 

Special 

19,836 

12,484 

Interest,  net 

95,078 

91,721 

Miscellaneous 

17,237 

19,145 

1 0  848  568 

q  qi q  f)P.q 

EXPENSE,  NET 

Faculties  and  schools 

5,875,104 

5,400,1 12 

Special  programs 

617,675 

520,564 

Indirect  instructional 

225,675 

226,328 

Learning  resources 

798,069 

780,296 

Plant  maintenance 

1,279,452 

1,230,034 

Student  services 

200,364 

192,017 

Public  service  department 

99,869 

104,625 

Administrative  departments 

1   1  1  O  OQO 

yoo,U  I  / 

Miscellaneous 

585,944 

451,694 

Operating  departments 

149,370 

228,540 

10,943,804 

10,117,227 

Deficit  for  the  year 

(95,236) 

(198,158) 

Appropriation  from  (to)  reserve  for 

special  programs 

(39,225) 

67,564 

Unappropriated  deficit  for  the  year 

(134,461) 

(130,594) 

Operating  surplus  at  beginning  of  year: 

As  originally  reported 

571,150 

684,658 

Add:  Adjustment  for  matching  grant  received 

17,086 

As  restated 

571,150 

701,744 

Operating  surplus  at  end  of  year 

$  436,689 

$  571,150 
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Statement  C 

THE  UNIVERSITY  OF  LETHBRIDGE 

STATEMENT  OF  CAPITAL  PROVIDED  BY  THE  PROVINCE  OF  ALBERTA 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 

1979  1978 

Balance  at  beginning  of  year                                                       $23,331,385  $22,134,860 

Add:  Funds  received  from  the  Province  of  Alberta: 

Capital  grants                                                                    2,586,273  1,149,397 

Matching  grants                                                                      408,822  47,128 

Balance  at  end  of  year  (a)                                                          $26,326,480  $23,331,385 

(a)  Balance  at  end  of  year  consists  of 
the  following: 

Capitalized  expenditures                                               $25,410,846  $23,161,681 

Capital  funds  unexpended  (Note  7)                                    915,634  169,704 

$26,326,480  $23,331,385 


Statement  D 


THE  UNIVERSITY  OF  LETHBRIDGE 

STATEMENT  OF  CAPITAL  SURPLUS 


FOR  THE  YEAR  ENDED  MARCH  31,  1979 

1979  1978 

Balance  at  beginning  of  year: 

As  originally  reported  $  4,582,099  $  4,121,604 

Less:  Adjustment  for  matching  grant  received   —  17,086 

As  restated  4,582,099  4,104,518 
Add:  Capital  assets  provided  from: 

Operating  funds  302,577  323,038 

Trust  funds  107,077  7,517 
Donations  from  the  Three  Alberta 

Universities  Capital  Fund  (Note  7  (b)  )  29,937  30,037 

Interest  197,975  111,327 

Other  13,746  5,662 

5,233,411  4,582,099 

Deduct:  Loss  on  disposal  of  capital  assets   19,567  — 

Balance  at  end  of  year  (a)  $  5,213,844  $  4,582,099 

(a)  Balance  at  end  of  year  consists  of 
the  following: 

Capitalized  expenditures  $  4,067,724  $  3,059,743 

Capital  funds  unexpended  (Note  7)  1,146,120  1,522,356 

$  5,213,844  $  4,582,099 
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THE  UNIVERSITY  OF  LETHBRIDGE 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
MARCH  31,  1979 

Note  1  Authority 

The  University  of  Lethbridge  operates  under  the  authority  of  The  Universities  Act,  Chapter 
378,  Revised  Statutes  of  Alberta  1970. 

Note  2     Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

(a)  General 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  for  the  following: 

—  fixed  asset  capitalization  and  valuation  polices  are  in  accordance  with  the  accepted 
practice  of  most  Canadian  universities  (Note  2  (f),  (g)  ) 

—  the  accrual  basis  of  accounting  is  not  applied  to  certain  revenues  and  expenses 
which  relate  to  the  academic,  rather  than  fiscal  period  (Note  2  (d)  ) 

—  payment  of  principal  on  debenture  is  charged  to  expense  of  operating  departments 
(Note  2  (i)  ). 

(b)  Fund  Accounting 

The  accounts  of  the  University  are  maintained  in  accordance  with  the  principles  of  fund 
accounting. 

For  financial  reporting  purposes,  accounts  with  similar  characteristics  have  been 
combined  into  the  following  major  fund  groupings: 

—  Operating  funds 

—  Capital  funds 

—  Trust  funds 

(c)  Changes  in  Financial  Position 

A  statement  of  changes  in  financial  position  is  not  provided  as  disclosure  in  these 
financial  statements  is  considered  to  be  adequate. 

(d)  Accounting  for  Accruals 

The  University  generally  follows  the  accrual  basis  of  accounting,  except  that: 

—  Student  fees  for  Spring  Semester  which  apply  to  April  are  not  treated  as  deferred 
revenue  but  are  recorded  as  revenue  of  the  fiscal  year  ended  March  31. 

—  The  costs  of  sabbatical  leaves  are  accounted  for  in  the  period  the  expenditure  is 
made  and  as  a  result  advances  for  research  in  lieu  of  salary  are  carried  as  prepaid 
expenses. 

(e)  Inventory 

Inventory  of  merchandise  held  for  resale  is  recorded  at  cost.  Inventory  considered 
obsolete  is  written  off  to  the  reserve  for  obsolete  stock  (Note  5  (b)  ). 

(f)  Fixed  Assets 

Land,  buildings,  and  plant  including  building  under  construction,  are  recorded  at  cost. 
Furnishings  and  equipment  are  recorded  at  cost  less  proceeds  of  disposal. 
Furnishings  and  equipment  includes  the  cost  of  library  books  purchased  from  operating 
funds  and  equipment  purchased  from  trust  funds. 

(g)  Depreciation 

In  accordance  with  the  accepted  practice  of  most  Canadian  universities,  no  charge  is 
made  in  the  accounts  for  depreciation  of  fixed  assets. 

(h)  Investments 

Investments  are  recorded  at  cost  or  amortized  cost  where  applicable.  Amortization  of 
premium  or  discount  is  calculated  on  a  straight  line  basis  from  acquisition  date  to 
maturity  date. 
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(i)    Operating  Departments 

Operating  departments  provide  goods  and  services  to  the  university  community.  These 
departments  are  assessed  most  overhead  costs  associated  with  their  operations,  such 
as  payments  of  principal  and  interest  on  long-term  debt  and  provisions  for  equipment 
replacement  or  obsolete  stock  reserves. 

Note  3     Accounts  Receivable 

Accounts  receivable  consist  of  the  following: 


1979 

1978 

Province  of  Alberta,  matching  grants 

$  8,822 

S  38,728 

Unpaid  fees 

74,985 

53,762 

Sundry  debtors 

105,611 

62,347 

189,418 

154,837 

Less:  Allowance  for  doubtful  accounts 

3,089 

4,562 

$186,329 

5150,275 

Note  4  Investments 

Investments  are  summarized  as  follows: 


Guaranteed  investment 

receipts 
Provincial  debentures, 

direct  and  guaranteed 
Corporate  debentures 
Government  of  Canada 

debentures 


1979 


Cost 

$  3,785 

49,065 
6,000 

98,960 


Market 
Value 

$  3,785 

45,400 
5,280 

95,643 


Cost 

$  18,785 

49,027 
8,000 


1978 


Market 
Value 

$  18,785 

48,525 
7,400 


$157,810 


$150,108 


$  75,812 


$  74,710 


Note  5  Reserves 

(a)  Special  Programs 

Represents  the  unexpended  balance  of  funds  provided  by  the  Province  of  Alberta.  If  the 
special  programs  are  terminated,  any  balance  of  funds  is  to  be  refunded. 

(b)  Operating  Departments 
Equipment  replacement: 

Represents  balances  reserved  for  replacement  of  original  furnishings  and  equipment. 
Obsolete  stock: 

Represents  cost  of  merchandise  held  for  resale  not  expected  to  be  sold. 

(c)  Professional  supplement: 

Represents  balance  reserved  for  supplementary  payments  to  professional  staff. 


Note  6     Debenture  Payable 

This  debenture,  guaranteed  by  the  Province  of  Alberta,  was  issued  to  the  Central  Mortgage 
and  Housing  Corporation  for  funds  received  to  finance  the  construction  of  student 
residences.  The  debenture  is  repayable  over  fifty  years  in  semi-annual  instalments  of 
principal  and  interest  at  8V4°o,  in  the  amount  of  $96,570  with  a  final  maturity  date  of  February 
1,  2022. 


175 


Note  7     Capital  Funds  Unexpended 

Capital  funds  unexpended  are  detailed  as  follows: 


1979  1978 


Provided  by  the  Province  of  Alberta  $  915,634  $  169,704 
Provided  by  others: 

Interest,  net  (a)  857,517  859,542 
Three  Alberta  Universities 

Capital  Fund  (b)  278,603  652,814 

Donations  10,000  10,000 

1,146,120  1,522,356 


Due  from  operating  funds  $  2,061,754         $  1,692,060 

(a)  Represents  interest  earned  by  investing  unexpended  capital  funds. 

(b)  Represents  donations  from  the  Three  Alberta  Universities  Capital  Fund  which  are 
matched  by  the  Province  of  Alberta. 

An  amount  of  $278,603  is  eligible  for  matching  by  the  Province  of  Alberta  at  March  31, 
1979. 

Note  8     Contingent  Liability 

The  University  has  a  contingent  liability  of  $164,895  with  respect  to  guarantees  given  to 
secure  bank  loans  to  assist  faculty  members  in  purchasing  homes. 

Note  9     Phase  II  Building 

The  construction  of  the  Phase  II  Building  was  approved  by  the  Board  and  the  Province  of 
Alberta  at  a  total  cost  of  $18,000,000.  Construction  costs  of  $1,813,808  to  March  31,  1979  are 
included  in  land  and  buildings. 

Note  10   Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  July  13,  1979. 
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CHEMBIOMED  LTD. 
FINANCIAL  STATEMENTS 
MARCH  31,  1979 


Auditors'  Report 
Balance  Sheet 

Statement  of  Loss  and  Deficit 

Statement  of  Changes  in  Financial  Position 

Notes  to  the  Financial  Statements 

Schedule  of  Deferred  Research  and 
Development  Costs 

Schedule  of  Administration,  General  and 
Marketing  Expenses 


To  the  Shareholder  of 
Chembiomed  Ltd. 

We  have  examined  the  balance  sheet  of  Chembiomed  Ltd.  as  at  March  31,  1979  and  the 
statements  of  loss  and  deficit  and  changes  in  financial  position  for  the  year  then  ended.  Our 
examination  was  made  in  accordance  with  generally  accepted  auditing  standards,  and 
accordingly  included  such  tests  and  other  procedures  as  we  considered  necessary  in  the 
circumstances. 

In  our  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the  Com- 
pany as  at  March  31,  1979  and  the  results  of  its  operations  and  the  changes  in  its  financial 
position  for  the  year  then  ended  in  accordance  with  generally  accepted  accounting  princi- 
ples applied  on  a  basis  consistent  with  that  of  the  preceding  period. 


AUDITORS'  REPORT 


Edmonton,  Alberta 
August  3,  1979 


C.A. 

Auditor  General 


Chartered  Accountants 


177 


Statement  A 

CHEMBIOMED  LTD. 

BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


ASSETS 


1979 


Current: 
Cash 

Grants  and  accounts  receivable 

Funds  held  in  trust  by  The  University  of  Alberta 

Share  subscriptions  receivable 

Total  current  assets 

Fixed: 

Leasehold  improvements  and  equipment,  at  cost 
Less:  Accumulated  depreciation 


$  6,621 
13,389 


20,010 


136,565 
36,409 

100,156 


1978 


$  - 


120,085 
100 

120,185 


59,498 
5,795 

53,703 


Other: 

Deferred  research  and  development  costs, 
Schedule  1 

Patent  costs,  less  accumulated  amortization 
Incorporation  costs 


277,201 
44,172 
3,065 

324,438 


99,761 
5,724 
3,065 

108,550 


$444,604 


$282,438 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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Statement  A  (continued) 


CHEMBIOMED  LTD. 

BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


LIABILITIES,  SHARE  CAPITAL  AND  DEFICIT 


Current: 
Bank  loan  (Note  3) 

Accounts  payable  and  accrued  charges 
Total  current  liabilities 

Loan  payable  to  The  University  of  Alberta 
(Note  4) 

Share  capital  — 
Authorized: 

Unlimited  common  shares  without  par  value 
Issued: 
100  common  shares 

Deficit,  Statement  B 


$247,500 
45,930 

293,430 


309,105 


100 


(158,031 


$  — 
25,251 

25,251 


287,600 


100 


(30,513) 


$444,604 


$282,438 
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CHEMBIOMED  LTD. 


STATEMENT  OF  LOSS  AND  DEFICIT 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


Statement  B 


Expenses: 

Administration  and  general,  Schedule  2 
Marketing,  Schedule  2 

Net  loss  for  the  year 
Deficit  at  beginning  of  year 

Deficit  at  end  of  year 


1979 

$101,505 
26,013 

127,518 
30,513 

$158,031 


1978 


$  30,513 


30,513 


$  30,513 


CHEMBIOMED  LTD. 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


Statement  C 


Funds  were  provided  from: 
Loan  from  The  University  of  Alberta 
Issue  of  share  capital 


Funds  were  applied  to: 
Research  and  development  costs 
Deduct:  Depreciation  and  amortization  which 
do  not  involve  working  capital 

Net  loss  for  the  year 

Leasehold  improvements  and  equipment 
Patent  costs 
Incorporation  costs 


Increase  (decrease)  in  working  capital 
Working  capital  at  beginning  of  year 


1979 


$  21,505 


21,505 


177,440 

31,755 

145,685 
127,518 
77,067 
39,589 


389,859 

(368,354) 
94,934 


1978 

$287,600 
100 

287,700 

99,761 

6,013 

93,748 
30,513 
59,498 
5,942 
3,065 

192,766 
94,934 


Working  capital  (deficiency)  at  end  of  year 


$(273,420) 


$  94,934 
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CHEMBIOMED  LTD. 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
MARCH  31,  1979 

Note  1      Establishment  of  Chembiomed  Ltd. 

Chembiomed  Ltd.  was  incorporated  on  August  15,  1977  as  a  vehicle  for  the  commercial 
production  and  marketing  of  discoveries  of  a  pharmaceutical  nature  originating  from  within 
The  University  of  Alberta.  Ownership  of  the  Company  is  vested  in  the  University. 
Prior  to  incorporation,  considerable  amounts  were  expended  over  a  number  of  years  at  the 
University  in  research  activities  from  which  the  Company  could  ultimately  benefit.  The  costs 
associated  with  these  research  activities  are  not  to  be  passed  on  to  the  Company  and 
accordingly  are  not  reflected  in  the  accompanying  financial  statements. 

Note  2     Significant  Accounting  Policies 

(a)  Research  and  development  costs 

As  the  Company  is  presently  in  the  development  stage  and  principal  operations  have  not 
commenced,  research  and  development  costs  are  being  deferred  and  will  be  amortized 
and  charged  to  operations  in  future  periods. 

Administration,  general  and  marketing  expenses  are  treated  as  operating  costs  in  the 
year  incurred. 

(b)  Depreciation 

Leasehold  improvements  and  certain  immoveable  equipment  in  the  premises  being 
occupied  by  the  Company  at  The  University  of  Alberta  are  being  written  off  over  the 
estimated  period  of  utilization  ending  on  March  31,  1980.  It  is  anticipated  that  the  Com- 
pany will  be  establishing  new  facilities  outside  of  the  University  around  that  date.  Other 
equipment  is  being  depreciated  at  a  rate  of  20%  on  the  diminishing  balance  method. 

(c)  Patent  costs 

Patent  costs  represent  payments  made  for  purposes  of  establishing  patent  rights  for 
certain  discoveries.  These  costs  are  being  amortized  over  a  17  year  period. 

Note  3     Bank  Loan 

Accounts  receivable  have  been  pledged  as  security  for  the  bank  loan.  Subsequent  to  the 
year-end  the  Company  entered  into  an  agreement  with  the  Government  of  the  Province  of 
Alberta,  whereby  the  Province  will  guarantee  a  revolving  line  of  credit  with  the  Company's 
bank  to  a  maximum  amount  of  $2,000,000,  expiring  March  31 ,  1983.  In  consideration  for  the 
guarantee  the  Company  issued  a  debenture  to  the  Provincial  Treasurer  secured  by  a  first 
floating  charge  on  all  property  and  assets  of  the  Company. 

The  debenture  contains  restrictions,  which  among  other  matters,  requires  written  consent  of 
the  debenture  holder  with  respect  to  the  election  of  directors,  issuance  or  transfer  of  shares, 
payment  of  dividends,  reduction  of  capital,  assignment  transfer  or  encumbrance  of  inven- 
tions, and  the  conduct  of  manufacturing  operations  outside  of  Alberta. 

Note  4     Loan  Payable  to  The  University  of  Alberta 

The  University  of  Alberta  has  advanced  funds  to  finance  the  expenditures  of  the  Company. 
The  loan  is  non-interest  bearing  and  is  to  be  repaid  upon  a  public  offering  of  the  shares  of  the 
Company. 

Note  5     Lease  Agreement 

The  Company  is  committed  under  the  terms  of  a  lease  agreement  with  The  Univereity  of 
Alberta  to  make  annual  lease  payments  of  $63,772  for  office  space  during  the  year  ended 
March  31, 1980  at  which  date  the  lease  expires.  Of  this  amount  $25,516  is  included  in  accounts 
payable  at  March  31,  1979. 

Note  6     Tax  Loss  Carry  Forwards 

The  Company  has  tax  losses  of  $158,000  available  to  apply  against  future  years'  income  of 
which  $30,500  expires  March  31,  1983  and  $127,500  expires  March  31,  1984. 
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Note  7     Comparative  Figures 

The  1978  comparative  figures  for  the  period  August  15,  1977  to  March  31,  1978  have  been 
restated  where  necessary  to  conform  to  1979  presentation. 

Note  8     Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  August  3,  1979. 
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CHEMBIOMED  LTD. 


Schedule  1 


SCHEDULE  OF  DEFERRED  RESEARCH  AND  DEVELOPMENT  COSTS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


Balance  at 

Increase 

Balance  at 

beginning 

for  the 

end  of 

of  year 

year 

year 

Salaries  and  benefits 

$  66,751 

$150,688 

$217,439 

Chemicals 

20,883 

28,954 

49,837 

Dpnreciation  and  amortization 

jl,/  jj 

"37  7RQ 

Rent 

32,916 

32,916 

Supplies 

5,094 

23,531 

28,625 

Animal  services 

904 

D,OUU 

Analytical  services 

2  R29 

Equipment  repairs 



1,510 

1,510 

Design  and  drafting 

266 

— 

266 

99,911 

2/6,829 

376,740 

Deduct:  Sales 

150 

51,863 

52,013 

Research  grants 

47,444 

47,444 

Miscellaneous 

82 

82 

150 

99,389 

99,539 

$  99,761 

$177,440 

$277,201 

CHEMBIOMED  LTD. 


Schedule  2 


SCHEDULE  OF  ADMINISTRATION,  GENERAL  AND  MARKETING  EXPENSES 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


Administration  and  general: 
Salaries  and  benefits 
Professional  fees 
Recruitment 

Interest  and  bank  charges 
Office 

Travel  and  entertainment 
Rent 

Communications 
Computer  services 
Advertising 
Printing 
Miscellaneous 


1979 

$  41,046 
20,504 
19,938 
6,668 
4,002 
3,872 
2,580 
1,135 
867 


893 


1978 

$  18,574 
9,747 


228 
601 

268 

544 
189 
362 


$101,505 


$  30,513 


Marketing: 

Salaries  and  benefits                                                                 $  16,197  $  — 

Employee  relocation                                                                         5,903  — 

Rent                                                                                              2,760  — 

Travel  and  entertainment                                                                   1,153  — 

$  26,013  $  — 
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EDMONTON  AREA  HOSPITAL  PLANNING  COUNCIL  FUND 

FINANCIAL  STATEMENT 
JUNE  30,  1978 


To  the  Members  of  the  Edmonton 
Area  Hospital  Planning  Council 

I  have  examined  the  statement  of  receipts  and  payments  of  the  Edmonton  Area  Hospital 
Planning  Council  Fund  for  the  year  ended  June  30,  1978.  My  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards,  and  accordingly  included  such 
tests  and  other  procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion,  this  financial  statement  presents  the  balance  of  the  Fund  as  at  June  30, 1978 
and  the  receipts  collected  and  payments  made  for  the  year  then  ended  on  a  basis  consistent 
with  that  of  the  preceding  year. 


Auditor's  Report 

Statement  of  Receipts  and  Payments 


Note  to  the  Financial  Statement 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
July  28,  1978 


C.A. 

Auditor  General 
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EDMONTON  AREA  HOSPITAL  PLANNING  COUNCIL  FUND 


STATEMENT  OF  RECEIPTS  AND  PAYMENTS 
FOR  THE  YEAR  ENDED  JUNE  30,  1978 

1978  1977 

Balance  at  beginning  of  year  $  2,646  $  (157) 
Receipts: 

Grant  from  Alberta  Hospital  Services 

Commission                                                                                  9,126  12,757 

Interest                                                                                             174  273 

11,946  12,873 


Payments: 

Salaries  7,389  6,855 
Council  members'  fees  and  travel 

expenses  2,056  2,804 

Secretarial  fees  638  400 

Office  supplies  46  132 

Miscellaneous  74  36 

10,203  10,227 


Balance  at  end  of  year  $    1,743  $  2,646 

The  accompanying  note  is  part  of 
this  financial  statement. 


EDMONTON  AREA  HOSPITAL  PLANNING  COUNCIL  FUND 

NOTE  TO  THE  FINANCIAL  STATEMENT 
JUNE  30,  1978 

Note  1  Authority 

The  Edmonton  Area  Hospital  Planning  Council  Fund  operates  under  the  authority  of  an  Order 
issued  by  the  Minister  of  Hospitals  and  Medical  Care  pursuant  to  Section  28(1 )  of  The  Hospital 
Services  Commission  Act,  Chapter  45,  Statutes  of  Alberta  1971. 
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EDMONTON  RADIOPHARMACEUTICAL  CENTRE 
FINANCIAL  STATEMENTS 
MARCH  31,  1979 


Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue,  Expenditure  and  Surplus 
Statement  of  Changes  in  Financial  Position 
Notes  to  the  Financial  Statements 


To  the  Members  of  the 

Provincial  Cancer  Hospitals  Board 

I  have  examined  the  balance  sheet  of  the  Edmonton  Radiopharmaceutical  Centre  as  at 
March  31,  1979  and  the  statements  of  revenue,  expenditure  and  surplus  and  changes  in 
financial  position  for  the  year  then  ended.  My  examination  was  made  in  accordance  with 
generally  accepted  auditing  standards,  and  accordingly  included  such  tests  and  other 
procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the  Centre 
as  at  March  31,  1979  and  the  results  of  its  operations  and  the  changes  in  its  financial 
position  for  the  year  then  ended  in  accordance  with  generally  accepted  accounting  princi- 
ples which,  except  for  the  changes  in  accounting  methods  with  respect  to  interest  revenue 
and  inventories  referred  to  in  Note  3  to  the  financial  statements,  have  been  applied  on  a 
basis  consistent  with  that  of  the  preceding  period. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
July  12,  1979 


C.A. 

Auditor  General 
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EDMONTON  RADIOPHARMACEUTICAL  CENTRE 


Statement  A 


BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


ASSETS 


Current: 
Cash 

Short-term  deposits 
Accounts  receivable 
Inventory 


Fixed: 

Leasehold  improvements,  at  cost  less 
accumulated  amortization 

Equipment,  at  cost  less  accumulated 
depreciation 


1979 


$  31,199 
105,000 
31,390 
7,498 

175,087 


13,593 

9,491 
23,084 


1978 


$  28,506 
90,000 
27,281 
3,441 

149,228 


21,360 

10,756 
32,116 


$198,171 


$181,344 


LIABILITIES  AND  EQUITY 


Current: 

Due  to  Provincial  Cancer  Hospitals 
Long-term: 
Advance  from  Provincial  Cancer  Hospitals 

Equity: 

Surplus  (deficit),  Statement  B 


$  22,760 

166,316 
189,076 

9,095 
$198,171 


$  21,008 

166,316 
187,324 

(5,980) 
$181,344 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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EDMONTON  RADIOPHARMACEUTICAL  CENTRE 

STATEMENT  OF  REVENUE,  EXPENDITURE  AND  SURPLUS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


Statement  B 


Revenue: 
Sales 

Miscellaneous 

Expenditure: 
Materials  and  supplies 
Salaries 
Rental 

Amortization  and  depreciation 

Employee  benefits 

Delivery  expenses 

Travel  and  convention 

Telephone  and  telegraph 

Printing,  stationery  and  office  supplies 

Equipment  maintenance  and  repair 

Miscellaneous 


$220,440 
16,870 


104,992 
82,284 
11,675 
9,741 
5,891 
3,728 
1,600 
907 
762 
401 
254 


$237,310 


Surplus  for  the  year 

Surplus  (deficit)  at  beginning  of  year 


Surplus  at  end  of  year 


222,235 

15,075 
(5,980) 


$  9,095 


EDMONTON  RADIOPHARMACEUTICAL  CENTRE 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


Statement  C 


Funds  were  provided  from: 
Surplus  for  the  year 
Amortization  and  depreciation 

Funds  were  applied  to: 
Purchase  of  equipment 


$  15,075 
9,741 


$24,816 
709 


Increase  in  working  capital 


$  24,107 
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EDMONTON  RADIOPHARMACEUTICAL  CENTRE 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
MARCH  31,  1979 

Note  1  Authority 

The  Edmonton  Radiopharmaceutical  Centre  operates  under  the  authority  of  The  Cancer 
Treatment  and  Prevention  Act,  Chapter  38,  Revised  Statutes  of  Alberta  1970  and  is  adminis- 
tered by  the  Provincial  Cancer  Hospitals. 

Note  2     Significant  Accounting  Policies  and  Reporting  Practices 
Amortization  and  depreciation: 

Leasehold  improvements  are  being  amortized  on  a  straight  line  basis  over  a  period  of  four 
years  which  is  the  term  of  the  lease.  Equipment  is  being  depreciated  on  a  straight  line  basis  at 
15%  per  annum. 

Administration  costs: 

Certain  administrative  costs  have  been  paid  by  the  Provincial  Cancer  Hospitals  and  are  not 
reflected  in  these  financial  statements. 

Note  3     Changes  in  Accounting  Methods 
Interest  Revenue: 

In  previous  years  interest  revenue  earned  on  monies  held  by  the  Edmonton  Radiopharmaceu- 
tical Centre  was  recorded  as  revenue  of  the  Centre.  In  accordance  with  a  policy  decision  of  the 
Board  of  Directors  of  the  Provincial  Cancer  Hospitals  this  revenue  is  no  longer  reported  by  the 
Centre  but  is  included  as  revenue  of  the  Provincial  Cancer  Hospitals. 

Inventory: 

In  previous  years  materials  and  supplies,  otherthan  pharmaceutical  materials,  were  recorded 
as  expenses.  All  materials  and  supplies  on  hand  are  now  recorded  as  inventory  and  are 
reflected  in  these  accounts  as  follows: 

Pharmaceutical  materials  $  3,403 

Other  materials  and  supplies  4,095 

$  7,498 


The  effects  of  the  above  changes  have  not  been  retroactively  applied. 

Note  4     Comparative  Figures 

Inasmuch  as  the  previous  reporting  period  covered  fifteen  months  comparative  figures  have 
been  presented  on  the  balance  sheet  only. 

Note  5     Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  July  12,  1979. 
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ALBERTA  CHILDREN'S  PROVINCIAL  GENERAL  HOSPITAL 

FINANCIAL  STATEMENTS 
MARCH  31,  1979 


Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue,  Expenditure  and 
Revenue  Surplus 

Statement  of  Capital  Surplus 

Notes  to  the  Financial  Statements 


To  the  Board  of  Management  of  the 
Alberta  Children's  Provincial 
General  Hospital 

I  have  examined  the  balance  sheet  of  the  Alberta  Children's  Provincial  General  Hospital  as 
at  March  31,  1979  and  the  statements  of  revenue,  expenditure  and  revenue  surplus  and 
capital  surplus  for  the  year  then  ended.  My  examination  was  made  in  accordance  with 
generally  accepted  auditing  standards,  and  accordingly  included  such  tests  and  other 
procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion  these  financial  statements  present  fairly  the  financial  position  of  the 
Hospital  as  at  March  31,  1979  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements  applied  on  a  basis  consistent  with  that  of  the  preceding  period. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
June  22,  1979 


C.A. 

Auditor  General 
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ALBERTA  CHILDREN'S  PROVINCIAL  GENERAL  HOSPITAL 

BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


Statement  A 


ASSETS 


Current: 
Cash 

Short  term  deposit 
Accounts  receivable  (Note  3) 
Inventories,  at  cost 
Due  from  trust  fund 
Prepaid  expenses 


1979 


$ 

306,670 
2,743,288 

120,961 
89,612 
21,730 

3,282,261 


1978 

110,445 
516,000 
774,229 
122,343 

30,285 
1,553,302 


Capital: 
Buildings,  at  cost 

Construction  in  progress,  at  cost  (Note  9) 
Furniture  and  equipment,  at  cost 
Land  improvements,  at  cost 


1,839,647 
16,429,698 
1,413,580 

19,682,925 


1,839,647 
5,160,608 
1,272,830 
32,190 

8,305,275 


Trust  (Note  8): 
Cash 

Short  term  deposit 
Accrued  interest 
Due  from  current  fund 
Due  from  capital  fund 


95,158 
184,000 
5,623 

2,877 
287,658 


30,446 
100,500 
2,857 
17,699 

151,502 


The  accompanying  notes  are  part 
of  these  financial  statements. 


$23,252,844 


$10,010,079 
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Statement  A  (continued) 
ALBERTA  CHILDREN'S  PROVINCIAL  GENERAL  HOSPITAL 


BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


LIABILITIES  AND  SURPLUS 


Current: 
Bank  indebtedness 
Accounts  payable  (Note  4) 
Due  to  trust  fund 
Revenue  surplus,  Statement  B 


1979 

$  329,230 
2,522,329 

430,702 


1978 

$ 

1,168,342 
17,699 
367,261 


Capital: 
Due  to  trust  fund 
Long  term  debt  (Note  5) 
Capital  surplus,  Statement  C 


Trust: 
Donations  — 
Committed 
Uncommitted 
Research 
Miscellaneous 


Due  to  current  fund 


3,282,261 


1,553,302 


2,877 
1,539,264 
18,140,784 

19,682,925 


1,599,322 
6,705,953 

8,305,275 


99,427 
27,622 
58,247 
12,750 


198,046 
89,612 


287,658 


26,347 
72,538 
44,718 
7,899 


151,502 


151,502 


$23,252,844 


$10,010,079 


193 


Statement  B 


ALBERTA  CHILDREN'S  PROVINCIAL  GENERAL  HOSPITAL 


STATEMENT  OF  REVENUE,  EXPENDITURE  AND  REVENUE  SURPLUS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


REVENUE 


Grants,  Department  of  Hospitals  and  Medical 

Care  (Note  6) 
Special  services  (Note  7) 
Patient  charges 
Interest 
Special  grants 
Miscellaneous 


EXPENDITURE 


Nursing  services 

Diagnostic  and  therapeutic  services 
Drugs,  medical  and  surgical  supplies 
General  services: 

Administration 

Plant  operation 

Dietary 

Other 

Interest  on  long  term  debt 


Operating  surplus  for  the  year 
Revenue  surplus  at  beginning  of  year 
Prior  period's  adjustments 

Revenue  surplus  at  end  of  year 


$  7,121,078 
216,033 
94,926 
75,479 
71,449 
62,060 


1,172,128 
3,646,771 
122,805 

1,383,189 
404,822 
415,213 
328,687 
122,596 


ALBERTA  CHILDREN'S  PROVINCIAL  GENERAL  HOSPITAL 

STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


$7,641,025 


7,596,211 

44,814 
367,261 
18,627 

$  430,702 
Statement  C 


Balance  at  beginning  of  year 
Add: 

Capital  assets  acquired  during  year  from 
funds  provided  by  — 
Alberta  Heritage  Savings  Trust  Fund 
Alberta  Children's  Hospital  Foundation 
Donations 

Department  of  Hospitals  and  Medical  Care, 

capital  grants 
Interest 

Repayment  of  debenture  principal 


Deduct: 

Land  improvements  written  off 


$  6,705,953 


$10,532,415 
673,407 
82,441 

57,870 
60,830 
60,058 


11,467,021 
18,172,974 

32,190 


Balance  at  end  of  year 


$18,140,784 
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ALBERTA  CHILDREN'S  PROVINCIAL  GENERAL  HOSPITAL 


Note  1 


Note  2 


Note  3 


Note  4 


Note  5 


Note  6 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
MARCH  31,  1979 


Authority 

The  Alberta  Children's  Provincial  General  Hospital  operates  under  the  authority  of  The 
Provincial  General  Hospitals  Act,  Chapter  286,  Revised  Statutes  of  Alberta  1970. 

Significant  Accounting  Policies 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  provided  on  buildings,  furniture 
and  equipment  and  certain  fixed  assets  have  been  charged  to  operations  in  the  year  of 
acquisition.  A  statement  of  changes  in  financial  position  has  not  been  included  in  these 
financial  statements  as  this  information  is  otherwise  disclosed. 


Accounts  Receivable 

Accounts  receivable  consist  of  the  following: 


March  31 

1979 

1978 

Alberta  Heritage  Savings  Trust  Fund 

$  2,283,852 

$487,047 

Alberta  Children's  Hospital  Foundation 

195,325 

Province  of  Alberta 

127,214 

88,600 

Patients 

52,888 

28,692 

Hospitalization  Benefits  Plan 

13,939 

97,986 

Miscellaneous 

70,070 

71,904 

$2,743,288 

$774,229 

Accounts  receivable  under  the  Hospitalization  Benefits  Plan  are  subject  to  approval  and  final 
determination  by  the  Department  of  Hospitals  and  Medical  Care. 

Accounts  Payable 

Accounts  payable  consist  of  the  following: 

March  31 


1979  1978 


Construction  costs  and  holdbacks  payable                     $  1,823,488  $  560,408 

General                                                                          438,311  404,935 

Accrued  salaries  and  wages                                              260,530  202,999 

$  2,522,329  $  1,168,342 


Long  Term  Debt 

Long  term  debt  consists  of  a  73A%  Alberta  Municipal  Financing  Corporation  debenture  with 
a  maturity  date  of  December  15,  1992.  Principal  and  interest  are  payable  in  twenty  annual 
instalments  of  $184,006  by  the  Department  of  Hospitals  and  Medical  Care. 

Grants,  Department  of  Hospitals  and  Medical  Care 
Grants  consist  of: 

Basic  operating  payment 
Interest  on  long  term  debt 
Lethbridge  neuromuscular  programme 
Family  therapy  programme 
Hemophilia  home  care  programme 

$  7,121,078 


$  6,811,800 
122,596 
75,000 
61,690 
49,992 
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Note  7     Special  Services 

Special  services  revenue  consists  of: 

Prosthetics 
Dietary 

Organized  out-patient 


$  89,256 
98,350 
28,427 

$216,033 


Note  8 


Note  9 


Note  10 


Trust  Accounts 

Trust  funds  consist  mainly  of  donations  and  special  grants  received  which  can  be  used  by 
the  Hospital  at  its  discretion,  unless  otherwise  specified  by  the  donor.  These  accounts  are 
segregated  in  the  balance  sheet  in  order  to  facilitate  identification. 

Balance  at  beginning  of  year  $151,502 
Add:  Receipts 

Committed  funds  $590,180 

Uncommitted  funds  26,416 

Parking  revenue  21,915 

Interest  19,076 

Research  grant  16,500 


674,087 
825,589 


Less:  Disbursements 

Committed  funds  517,100 

Uncommitted  funds  98,307 

Research  grants  2,971 

Parking  expenses  9,165 


627,543 
$198,046 


Balance  at  end  of  year 
Construction  in  Progress 

Construction  in  progress  represents  costs  incurred  to  March  31,  1979  relating  to  the 
expansion  of  the  Hospital.  This  expansion  is  being  funded  primarily  by  the  Alberta  Heritage 
Savings  Trust  Fund  and  the  Alberta  Children's  Hospital  Foundation. 

Comparative  Figures 

During  1978,  the  Hospital,  under  the  authority  of  an  amendment  to  The  Provincial  General 
Hospitals  Act,  changed  its  year  end  from  December  31  to  March  31.  Due  to  the  extended 
comparative  period  covered,  comparative  figures  have  not  been  presented  for  the 
statements  of  revenue,  expenditure  and  revenue  surplus  and  capital  surplus. 
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FOOTHILLS  PROVINCIAL  GENERAL  HOSPITAL 
FINANCIAL  STATEMENTS 
MARCH  31,  1979 


Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue  and  Expenditure 
Statement  of  Revenue  Surplus 
Statement  of  Capital  Surplus 
Statement  of  Long-Term  Debt 
Notes  to  the  Financial  Statements 


To  the  Board  of  Management  of  the 
Foothills  Provincial  General  Hospital 

I  have  examined  the  balance  sheet  and  the  statement  of  long-term  debt  of  the  Foothills 
Provincial  General  Hospital  as  at  March  31,  1979  and  the  statements  of  revenue  and 
expenditure,  revenue  surplus  and  capital  surplus  for  the  year  then  ended.  My  examination 
was  made  in  accordance  with  generally  accepted  auditing  standards,  and  accordingly 
included  such  tests  and  other  procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the 
Hospital  as  at  March  31,  1979  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements  applied  on  a  basis  consistent  with  that  of  the  preceding  period. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
August  8,  1979 


C.A. 

Auditor  General 
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FOOTHILLS  PROVINCIAL  GENERAL  HOSPITAL 

BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


ASSETS 


Statement  A 


Operating: 
Current: 
Cash 

Short-term  deposits 
Accounts  receivable  (Note  3) 
Inventories,  at  cost 
Prepaid  expenses 


Capital: 

Land  improvements,  at  cost  (Note  4) 
Buildings,  at  cost  (Note  4) 
Construction  in  progress  (Note  5) 
Furniture  and  equipment,  at  cost 


Trust: 
Current: 

Short-term  deposits 

Accounts  receivable 

Accrued  interest 

Due  from  operating  fund 
Investments,  at  amortized  cost 


1979 


$  7,631 
3,900,000 
4,840,161 
765,624 
30,799 

9,544,215 


559,745 
33,547,310 
14,013,555 
13,679,211 

61,799,821 


407,000 
3,095 
4,270 

401,871 
10,000 

826,236 


1978 


$  280,647 
2,500,000 
2,549,906 
695,631 
39,630 

6,065,814 


559,745 
33,547,310 
5,084,360 
11,126,814 

50,318,229 


407,000 
10,775 
1,244 

414,894 
10,000 

843,913 


$72,170,272 


$57,227,956 


The  accompany  notes  are  part 
of  these  financial  statements. 
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Statement  A  (continued) 

FOOTHILLS  PROVINCIAL  GENERAL  HOSPITAL 

BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


LIABILITIES  AND  SURPLUS 


Operating: 
Current: 

Accounts  payable 

Due  to  trust  fund 
Province  of  Alberta  working  capital  advance 
Revenue  surplus,  Statement  C 


1979 


$  5,389,697 
401,871 
1,500,000 
2,844,130 

10,135,698 


1978 


$  3,499,188 
414,894 
1,500,000 
1,645,656 

7,059,738 


Capital: 

Long-term  debt,  Statement  E 
Capital  surplus,  Statement  D 


14,673,783 
46,534,555 


16,066,019 
33,258,286 


61,208,338 


49,324,305 


Trust: 

Ancillary  operations  and  donations  trust 

Research  reserve 

Research  and  development 

Group  insurance  reserve 

Education  fund 

Students'  loan  fund 

Special  research  reserve 

Maude  Riley  trust 


239,559 
215,573 
194,703 
40,264 
66,970 
40,981 
12,595 
15,591 

826,236 


226,744 
232,598 
211,062 
52,329 
43,814 
38,214 
24,410 
14,742 

843,913 


$72,170,272 


$57,227,956 
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Statement  B 

FOOTHILLS  PROVINCIAL  GENERAL  HOSPITAL 

STATEMENT  OF  REVENUE  AND  EXPENDITURE 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 

REVENUE 

Grants,  Department  of  Hospitals  and  Medical  Care: 

Basic  payment  $35,627,064 

Medical  education  2,673,298 

Interest  on  long-term  debt  1,076,289 

Geographic  appointments  and  secretary  1,066,625 

Other  106,992 

40,550,268 

Patient  charges  4,164,267 

Cafeteria  and  restaurant  sales  932,105 

Utility  recoveries  566,593 

Salary  recoveries  433,486 

Rentals  350,161 
Calgary  General  and  Holy  Cross  Hospitals, 

geographic  appointments  167,697 

Miscellaneous  250,497 

47,415,074 


EXPENDITURE 

Nursing  services  12,467,722 

Diagnostic  and  therapeutic  services  10,877,716 

Educational  services  4,640,994 

Medical  and  surgical  supplies  1,864,412 

Drugs  1,102,650 
General  services: 

Plant  operation  4,063,299 

Administration  2,610,127 

Dietary  2,555,988 

Housekeeping  1,949,377 

Employee  benefits  1,794,588 

Linen  and  laundry  752,503 

Other  776,161 

Interest  on  long-term  debt  1,076,289 

Calgary  General  and  Holy  Cross  Hospitals, 

geographic  appointments  167,697 

Furniture  and  equipment  acquired  from 

operating  funds  427,339 

47,126,862 

Operating  surplus  for  the  year  288,212 

Interest  revenue  546,425 

Pastoral  care  expense  (20,176) 

Surplus  for  the  year  $  814,461 
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Statement  C 

FOOTHILLS  PROVINCIAL  GENERAL  HOSPITAL 

STATEMENT  OF  REVENUE  SURPLUS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 

Balance  at  beginning  of  year  $  1,645,656 
Add: 

Surplus  for  the  year  814,461 
Department  of  Hospitals  and  Medical  Care 

adjustments  applicable  to  previous  years  338,964 

Previous  years'  adjustments,  net  45,049 

Balance  at  end  of  year  $  2,844,130 


Statement  D 

FOOTHILLS  PROVINCIAL  GENERAL  HOSPITAL 

STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 

Balance  at  beginning  of  year  $33,258,286 
Add: 

Capital  assets  acquired  during  year: 
Construction  costs  of  Southern  Alberta  Cancer  Centre 

provided  by  the  Alberta  Heritage  Savings  Trust  Fund  8,929,195 
Applied  research,  heart  disease,  provided  by 

the  Alberta  Heritage  Savings  Trust  Fund  580,030 
Department  of  Hospitals  and  Medical 

Care  capital  grants  1,373,617 

Operating  funds  427,339 

Ancillary  operations  396,248 

Trust  funds  171,411 

Repayment  of  principal  on  long-term  debt  1,392,236 

Previous  year's  adjustment  6,193 

Balance  at  end  of  year  $46,534,555 
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Statement  E 


FOOTHILLS  PROVINCIAL  GENERAL  HOSPITAL 

STATEMENT  OF  LONG-TERM  DEBT 
AS  AT  MARCH  31,  1979 


Original 

1979 

1978 

Final 

Rate  of 

Call 

Debenture 

Amount 

Amount 

Maturity  Date 

Interest 

Feature 

Currency 

Issue 

Outstanding 

Outstanding 

Apr.  1,  1982 

53/4% 

Callable 

Canadian 

$  1,000,000 

$  297,704 

$  362,295 

Jul.  1,  1982 

5% 

Callable 

Canadian 

1,000,000 

297,704 

362,295 

Sep.  1,  1982 

5% 

Callable 

Canadian 

1 ,000,000 

297,704 

362,295 

Nov.  1,  1982 

5% 

Callable 

Canadian 

1 ,000,000 

297,704 

362,295 

Feb.  1,  1983 

53/4 

Callable 

Canadian 

1   r\ r\ r\  000 

1 ,000,000 

297,704 

362,295 

Oct.  15,  1983 

53/4 

Callable 

Canadian 

1  000  000 

1,000,000 

362,295 

423,375 

Jan.  1,  1984 

53/4 

Callable 

Canadian 

1,000,000 

362,295 

423,375 

Mar.  1,  1984 

5% 

Callable 

Canadian 

1   000  000 

1,000,000 

362,295 

423,375 

Jun.  1,  1984 

53/4 

Callable 

Canadian 

1,000,000 

423,375 

481,133 

Jul.  1,  1984 

53/4 

Callable 

Canadian 

1    000  000 

1 ,000,000 

423,375 

481,133 

Aug.  1,  1984 

5% 

Callable 

Canadian 

1    AHA    /-\  A  /~\ 

1 ,000,000 

423,375 

y|  A  1     'I  AA 

481,133 

Sep.  1,  1984 

5% 

Callable 

Canadian 

1   000  000 

1,000,000 

423,375 

481,133 

Dec.  1,  1984 

5% 

Callable 

/-\  _  1  •  

Canadian 

A      O  O  O     /~\  /~\  /-\ 

1,000,000 

423,375 

481,133 

Feb.  1,  1985 

53/4 

Callable 

Canadian 

1 ,000,000 

423,375 

481,133 

Jun.  1,  1985 

53/4 

Callable 

Canadian 

1,000,000 

481,133 

535,751 

Mar.  15,  1986 

53/4 

Callable 

Canadian 

0  r\ r\ r\  000 

2,000,000 

962,266 

1,071,502 

May  15,  1988 

71/2 

Callable 

Canadian 

r~  00  000 

500,000 

336,656 

358,793 

Jun.  15,  1988 

Callable 

Canadian 

500,000 

336,656 

358,793 

II            •11—            A  i-lA/*l 

Jul.  15,  1988 

— 1 1  / 

7/2 

Callable 

Canadian 

r—  r\r\   O  O  O 

500,000 

O)  01 0  x~ 

336,656 

Arn  too 

358,793 

Sep.  15,  1988 

71/2 

/-»    11  11 

Callable 

Canadian 

r~ 00  000 

500,000 

336,656 

ATA  TOO 

358,793 

Nov.  15,  1988 

7V2 

Callable 

Canadian 

500,000 

336,656 

O  I-  O  TOO 

358,793 

Feb.  15,  1989 

71/2 

Callable 

Canadian 

r~  00  OO 0 

500,000 

336,656 

Am  too 

358,793 

Apr.  15,  1989 

71/2 

Callable 

Canadian 

500,000 

/~>  J-  O   ~T  AA 

358,793 

OTO  OOP 

379,385 

Jul.  1,  1989 

71/2 

Callable 

Canadian 

r—  /~\  r\  o  oo 

500,000 

ATA     —J  A  O 

358,793 

OT  O  OOP" 

379,385 

Jul.  15,  1989 

8 

Callable 

Canadian 

500,000 

363,560 

OOO  TOO 

383,783 

Dec.  15,  1989 

8 

r>  _  11  _  l  1  * 

Callable 

Canadian 

500,000 

363,560 

OOO  TOO 

383,783 

Feb.  15,  1990 

O  1  / 

8  72 

y — ^  11  1  1  

Callable 

Canadian 

474,000 

349,062 

001 

367,881 

May  15,  1990 

01/ 
8  72 

Callable 

Canadian 

r—  0  4    a  t~  (~\ 

501 ,459 

389,192 

A  OT   CT  A  1 

407,541 

May  1,  1991 

73/4 

/-\    11    1  1 

Callable 

Canadian 

550,810 

441 ,243 

yl  />0  OOO 

460,608 

r\  <i       <t  OO  O 

Dec.  1,  1993 

874 

Callable 

Canadian 

r~  r\r\  r\r\r\ 

500,000 

437,344 

AC  ^  flOC 

451 ,93b 

Jan.  2,  1994 

81/4 

Callable 

Canadian 

500,000 

437,344 

451,936 

Mar.  1,  1994 

81/4 

Callable 

Canadian 

500,000 

437,344 

/l  r  1  OOO 

451,936 

Apr.  1,  1994 

8V4 

Callable 

Canadian 

500,000 

451,935 

465,416 

Jun.  1,  1994 

83/4 

Callable 

Canadian 

500,000 

454,205 

467,132 

Jun.  15,  1994 

83/4 

Callable 

Canadian 

584,672 

531,122 

546,238 

Nov.  1,  1994 

9% 

Callable 

Canadian 

789,313 

721,296 

740,650 

$14,673,783 

$16,066,019 
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FOOTHILLS  PROVINCIAL  GENERAL  HOSPITAL 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
MARCH  31,  1979 


Note  1  Authority 

The  Foothills  Provincial  General  Hospital  operates  under  the  authority  of  The  Provincial 
General  Hospitals  Act,  Chapter  286,  Revised  Statutes  of  Alberta  1970. 


Note  2     Significant  Accounting  Policies  and  Reporting  Practices 

(a)  General 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  provided  on  buildings, 
furniture  and  equipment  and  certain  fixed  assets  have  been  charged  to  operations  in  the 
year  of  acquisition. 

(b)  Parking  Revenue 

Land  and  buildings  include  a  parking  structure  in  the  amount  of  $2,550,427.  Inasmuch  as 
parking  is  an  ancillary  operation  of  the  Hospital,  the  construction  costs  are  to  be 
financed  from  net  parking  revenue.  Transactions  to  March  31,  1979  are  summarized 
hereunder: 

Unrecovered  costs  at  beginning 

of  year  $  1,156,237 

Less:  Parking  revenue  for  the  year  396,249 

Unrecovered  costs  at  end  of  year  $  759,988 


Note  3     Accounts  Receivable 

Accounts  receivable  consist  of  the  following: 


Patients 

Hospitalization  Benefits  Plan 
Alberta  Heritage  Savings  Trust  Fund 
Miscellaneous 


1979 

$  1,269,558 
662,092 
2,591,775 
316,736 

$  4,840,161 


1978 

$  916,262 
849,806 
568,757 
215,081 

$  2,549,906 


Accounts  receivable  under  the  Hospitalization  Benefits  Plan  are  subject  to  approval  and  final 
determination  by  the  Department  of  Hospitals  and  Medical  Care  and  collection  is  subject  to 
such  approval. 


Note  4     Land  Improvements  and  Buildings 

The  premises  occupied  by  the  Hospital  have  been  leased  to  the  Foothills  Provincial  General 
Hospital  by  the  Province  of  Alberta  for  a  term  of  forty  years  from  January  1,  1961  with  an 
option  of  a  further  ten  years  thereafter.  Land  improvements  and  buildings  shown  on  the 
balance  sheet  represent  only  the  construction  and  renovation  costs  incurred  since 
acquirement  of  the  lease. 


Note  5     Construction  in  Progress 

Construction  in  progress  represents  costs  incurred  to  March  31, 1979  relating  to  the  Foothills 
Hospital  Auxiliary  and  Specialty  Services  Facility  which  is  being  funded  entirely  by  the 
Alberta  Heritage  Savings  Trust  Fund.  This  project  is  referred  to  in  the  1978-79  annual  report 
of  the  Alberta  Heritage  Savings  Trust  Fund  as  the  Southern  Alberta  Cancer  Centre. 

Note  6     Statement  of  Changes  in  Financial  Position 

As  in  the  past,  a  statement  of  changes  in  financial  position  has  not  been  included  in  these 
financial  statements  as  such  a  statement  was  not  considered  appropriate. 
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Note  7     Comparative  Figures 

During  1978  the  Hospital,  under  the  authority  of  an  amendment  to  The  Provincial  General 
Hospitals  Act,  changed  its  year  end  from  December  31  to  March  31.  Due  to  the  extended 
comparative  period  covered,  comparative  figures  have  not  been  presented  for  the 
statements  of  revenue  and  expenditure,  revenue  surplus  and  capital  surplus. 

Note  8     Approval  of  Financial  Statements 

These  financial  statements  were  reviewed  by  a  member  of  management  on  August  8,  1979 
and  were  recommended  to  the  Board  of  Management  for  approval. 
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GLENROSE  PROVINCIAL  GENERAL  HOSPITAL 


FINANCIAL  STATEMENTS 
MARCH  31,  1979 


Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue,  Expenditure  and  Revenue  Surplus 
Statement  of  Capital  Surplus 
Notes  to  the  Financial  Statements 


To  the  Board  of  Management  of  the 
Glenrose  Provincial  General  Hospital 

I  have  examined  the  balance  sheet  of  the  Glenrose  Provincial  General  Hospital  as  at  March 
31,  1979  and  the  statements  of  revenue,  expenditure  and  revenue  surplus  and  capital 
surplus  for  the  year  then  ended.  My  examination  was  made  in  accordance  with  generally 
accepted  auditing  standards,  and  accordingly  included  such  tests  and  other  procedures  as 
I  considered  necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the 
Hospital  as  at  March  31,  1979  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements  applied  on  a  basis  consistent  with  that  of  the  preceding  period. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
July  16,  1979 


C.A. 

Auditor  General 
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GLENROSE  PROVINCIAL  GENERAL  HOSPITAL 


Statement  A 


BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


ASSETS 


Operating: 
Current: 
Cash 

Short-term  deposits 
Accounts  receivable  (Note  3) 
Inventories,  at  cost 
Accrued  interest 
Prepaid  expenses 


1979 


$       1 ,040 
2,100,000 
342,431 
235,536 
42,769 
15,907 

2,737,683 


1978 


$  - 
1,650,000 
586,824 
189,348 
22,787 
15,097 

2,464,056 


Capital: 

Land  improvements,  at  cost  (Note  4) 
Buildings,  at  cost  (Note  4) 
Furniture  and  equipment,  at  cost 


112,298 
5,985,857 
2,212,462 


112,298 
5,963,588 
1,885,967 


8,310,617 


7,961,853 


Trust: 
Current: 
Cash 

Short-term  deposits 

Accrued  interest 

Due  from  operating  fund 


43,968 
115,000 
1,928 
28,773 


189,669 


19,561 
82,000 
479 


102,040 


$11,237,969 


$10,527,949 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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Statement  A  (continued) 

GLENROSE  PROVINCIAL  GENERAL  HOSPITAL 


BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


LIABILITIES  AND  SURPLUS 


Operating: 
Current: 

Bank  overdraft 

Accounts  payable 

Due  to  trust  fund 
Province  of  Alberta,  working  capital  advance 
Revenue  surplus,  Statement  B 


1979 


34,485 
964,143 

28,773 
350,000 
1,360,282 


1978 


34,128 
704,969 

350,000 
1,374,959 


2,737,683 


2,464,056 


Capital: 
Long-term  debt  (Note  5) 
Capital  surplus,  Statement  C 


Trust: 

Special  services  and  research  funds 

Volunteer  services  fund 

Parking  fund 

Centennial  library  fund 

Staff  charities  fund 

Staff  benevolent  fund 


2,664,174 
5,646,443 

8,310,617 


120,890 
30,402 
28,773 
3,005 
3,979 
2,620 

189,669 


2,899,791 
5,062,062 

7,961,853 


84,936 
6,432 

2,857 
4,261 
3,554 

102,040 


$11,237,969 


$10,527,949 


207 


Statement  B 

GLENROSE  PROVINCIAL  GENERAL  HOSPITAL 

STATEMENT  OF  REVENUE,  EXPENDITURE  AND  REVENUE  SURPLUS 
FOR  THE  YEAR  ENDED  MARCH  31,1979 

REVENUE 

Grants,  Department  of  Hospitals  and 

Medical  Care 
Patient  charges 
Steam  recoveries 
Prosthetic  sales 
Cafeteria  sales 
Miscellaneous 

$14,309,196 


$12,227,622 
814,664 
647,950 
319,423 
222,472 
77,065 


EXPENDITURE 


Nursing  services 

Diagnostic  and  therapeutic  services 
Drugs,  medical  and  surgical  supplies 
Educational  services 
General  services: 

Administration 

Plant  operation 

Dietary 

Other 

Interest  on  long-term  debt 


3,885,041 
3,797,086 
127,471 
69,836 

1,690,688 
1,588,142 
1,299,907 
1,883,108 
183,323 


14,524,602 


Operating  deficit  for  the  year 
Interest  earnings 

Capital  assets  acquired  from  operating  funds 
Deficit  for  the  year 

Revenue  surplus  at  beginning  of  year 


(215,406) 
226,754 
(26,025) 


(14,677) 
1,374,959 


Revenue  surplus  at  end  of  year 


$  1,360,282 


Statement  C 

GLENROSE  PROVINCIAL  GENERAL  HOSPITAL 

STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 

Balance  at  beginning  of  year  $  5,062,062 
Add: 

Capital  assets  acquired  during  year: 

Department  of  Hospitals  and  Medical 

Care  capital  grants  322,739 

Operating  funds  26,025 

Repayment  of  principal  on  long-term  debt  235,617 

Balance  at  end  of  year  $  5,646,443 
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GLENROSE  PROVINCIAL  GENERAL  HOSPITAL 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
MARCH  31,  1979 

Note  1  Authority 

The  Glenrose  Provincial  General  Hospital  operates  under  the  authority  of  The  Provincial 
General  Hospitals  Act,  Chapter  286,  Revised  Statutes  of  Alberta  1970. 

Note  2     Significant  Accounting  Policies  and  Reporting  Practices 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  deprecition  has  been  provided  on  buildings,  furniture 
and  equipment,  and  certain  fixed  assets  have  been  charged  to  operations  in  the  year  of 
acquisition. 

Note  3     Accounts  Receivable 

Accounts  receivable,  less  allowance  for  doubtful  accounts,  consist  of  the  following: 

1979  1978 

Hospitalization  Benefits  Plan  $  20,446  $222,586 
Patients,  less  allowance  for 

doubtful  accounts                                                         196,070  183,189 

Miscellaneous                                                                    125,915  1SU,049 

$342,431  $586,824 


Accounts  receivable  under  the  Hospitalization  Benefits  Plan  are  subject  to  approval  and  final 
determination  by  the  Department  of  Hospitals  and  Medical  Care  and  collection  is  subject  to 
such  approval. 


Note  4     Land  and  Buildings 

The  premises  occupied  by  the  Hospital  have  been  leased  to  the  Glenrose  Provincial  General 
Hospital  by  the  Province  of  Alberta  for  a  term  of  forty  years  from  September  12,  1963,  with 
an  option  of  a  further  ten  years  thereafter.  The  buildings  shown  on  the  balance  sheet  at 
$5,985,857  represent  only  the  construction  and  renovation  costs  incurred  since  acquirement 
of  the  lease. 

Note  5     Long-Term  Debt 

Long-term  debt  consists  of  the  following  callable  debentures: 


Final 

Original 

1979 

1978 

Maturity 

Rate  of 

Debenture 

Amount 

Amount 

Date 

Interest 

Issue 

Outstanding 

Outstanding 

Oct.  1,  1983 

5  3/4% 

$250,000 

$  90,574 

$  105,843 

Jun.  15,  1984 

5  3/4 

225,000 

95,259 

108,255 

Nov.  15,  1984 

5  3/4 

100,000 

42,338 

48,113 

Nov.  15,  1984 

5  3/4 

250,000 

105,844 

120,283 

Apr.  1,  1985 

5  3/4 

115,000 

55,330 

61,611 

Jun.  1,  1985 

5  3/4 

700,000 

336,793 

375,026 

Aug.  1,  1985 

5  3/4 

700,000 

336,793 

375,026 

Nov.  1,  1985 

5  3/4 

700,000 

336,793 

375,026 

Feb.  15,  1986 

5  3/4 

530,000 

255,000 

283,948 

May  1,  1986 

5  3/4 

216,000 

115,722 

126,878 

May  15,  1994 

8  1/4 

500,000 

451,936 

465,416 

Jun.  15,  1994 

8  3/4 

486,335 

441,792 

454,366 

$  2,664,174 

$  2,899,791 

Note  6     Contingent  Liability 

The  Hospital  has  a  contingent  liability  in  respect  of  sales  tax  on  medical  appliances  sold  to 
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the  public.  Inasmuch  as  an  assessment  has  not  been  made  by  the  Government  of  Canada  it 
is  not  possible  to  quantify  this  contingent  liability. 

Note  7     Statement  of  Changes  in  Financial  Position 

A  statement  of  changes  in  financial  position  has  not  been  included  in  these  financial 
statements  as  such  a  statement  was  not  considered  appropriate. 

Note  8     Comparative  Figures 

Inasmuch  as  the  previous  reporting  period  covered  fifteen  months  comparative  figures  have 
been  presented  on  the  balance  sheet  only. 

Note  9     Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  July  16,  1979. 
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PROVINCIAL  CANCER  HOSPITALS 
FINANCIAL  STATEMENTS 
MARCH  31,  1979 


Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue,  Expenditure  and 
Revenue  Surplus 

Statement  of  Capital  Surplus 

Notes  to  the  Financial  Statements 


To  the  Members  of  the 

Provincial  Cancer  Hospitals  Board 

I  have  examined  the  balance  sheet  of  the  Provincial  Cancer  Hospitals  as  at  March  31, 1979 
and  the  statements  of  revenue,  expenditure  and  revenue  surplus  and  capital  surplus  for 
the  year  then  ended.  My  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards,  and  accordingly  included  such  tests  and  other  procedures  as  I 
considered  necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the 
Hospitals  as  at  March  31,  1979  and  the  results  of  their  operations  for  the  year  then  ended 
in  accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements  applied  on  a  basis  consistent  with  that  of  the  preceding  period. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
July  12,  1979 


C.A. 

Auditor  General 
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Statement  A 


PROVINCIAL  CANCER  HOSPITALS 

BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


ASSETS 


Operating: 
Current: 
Cash 

Short-term  deposits 
Accounts  receivable  (Note  3) 
Inventories,  at  cost 
Prepaid  expenses 
Accrued  interest 
Due  from  trust  funds 
Advance  to  Edmonton  Radiopharmaceutical  Centre 


1979 


89,940 
1,000,000 
290,733 
267,017 
29,499 
17,757 
83,821 
166,316 

1,945,083 


1978 


152,449 
400,000 
473,776 
234,034 
45,783 
12,236 
208,640 
166,316 

1,693,234 


Capital: 

Deposit  on  purchase  of  fixed  asset 
Furniture  and  equipment,  at  cost  (Note  4) 
Buildings  and  improvements,  at  cost  (Note  5) 


70,000 
5,165,664 
7,432 

5,243,096 


298,660 
4,369,371 
7,432 

4,675,463 


Trust: 
Cash 

Term  deposits 
Accrued  interest 
Accounts  receivable  (Note  3) 
Equipment,  at  cost 


159,056 
587,000 
15,161 
349,034 
1,106 

1,111,357 


56,044 
452,000 

10,061 
203,551 
1,106 

722,762 


$  8,299,536 


$  7,091,459 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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Statement  A  (continued) 

PROVINCIAL  CANCER  HOSPITALS 


BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


LIABILITIES  AND  SURPLUS 


1979  1978 


Operating: 
Current: 

Accounts  payable  $    667,826        $  611,161 

Province  of  Alberta  working  capital  advance                                     451,000  451,000 

Revenue  surplus,  Statement  B                                                        826,257  631,073 
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1,945,083 


1,693,234 


Capital: 

Capital  surplus,  Statement  C 


5,243,096 


4,675,463 


Trust: 

Endowment  and  special  purposes  funds 
Due  to  operating  fund 
Accounts  payable 


734,832 
83,821 
292,704 

1,111,357 
$  8,299,536 


509,029 
208,640 
5,093 


722,762 
$  7,091,459 


Statement  B 


PROVINCIAL  CANCER  HOSPITALS 


STATEMENT  OF  REVENUE,  EXPENDITURE  AND  REVENUE  SURPLUS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


REVENUE 


Grants,  Department  of  Hospitals  and 

Medical  Care 
Patient  charges 
Dietary 

Miscellaneous 


Nursing  services 

Diagnostic  and  therapeutic  services 
Drugs,  medical  and  surgical  supplies 
Educational  services 
General  services: 

Administration 

Plant  operation 

Dietary 

Other 


Operating  deficit  for  the  year 
Interest  earnings 

Surplus  for  the  year 
Revenue  surplus  at  beginning  of  year 
Department  of  Hospitals  and  Medical  Care 
adjustment  applicable  to  prior  period 


EXPENDITURE 


$10,511,337 
421,293 
69,912 
83,437 


1,102,248 
5,052,455 
885,750 
34,874 

2,588,758 
576,092 
391,313 
493,329 


631,073 
78,497 


$11,085,979 


11,124,819 

38,840 
155,527 

116,687 


709,570 


Revenue  surplus  at  end  of  year 


$  826,257 


Statement  C 

PROVINCIAL  CANCER  HOSPITALS 

STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 

Balance  at  beginning  of  year  $  4,675,463 

Add: 

Equipment  acquired  during  year: 
Research  equipment  provided  by  the  Alberta 

Heritage  Savings  Trust  Fund  $414,926 
Department  of  Hospitals  and  Medical  Care 

capital  grants  222,428 

637,354 


5,312,817 


Deduct: 

Disposal  of  equipment  69,721 
Balance  at  end  of  year  $  5,243,096 
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PROVINCIAL  CANCER  HOSPITALS 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
MARCH  31,  1979 

Note  1  Authority 

The  Provincial  Cancer  Hospitals  operate  under  the  authority  of  The  Cancer  Treatment  and 
Prevention  Act,  Chapter  38,  Revised  Statutes  of  Alberta  1970. 

Note  2     Significant  Accounting  Policies  and  Reporting  Practices 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  provided  on  buildings,  furniture 
and  equipment. 

Note  3     Accounts  Receivable 

Accounts  receivable,  less  allowance  for  doubtful  accounts,  consist  of  the  following: 


Current: 
Hospitalization  Benefits  Plan 
Patients,  less  allowance  for 

doubtful  accounts 
Edmonton  Radiopharmaceutical  Centre 
Miscellaneous 


1979 

$127,833 

98,006 
22,760 
42,134 

$290,733 


1978 

$358,912 

65,913 
21,008 
27,943 

$473,776 


Trust: 

Alberta  Heritage  Savings  Trust  Fund 

re:  cancer  research 
Other 


$341,868 
7,166 

$349,034 


$197,625 
5,926 

$203,551 


Accounts  receivable  under  the  Hospitalization  Benefits  Plan  are  subject  to  approval  and  final 
determination  by  the  Department  of  Hospitals  and  Medical  Care  and  collection  is  subject  to 
such  approval. 

Note  4     Furniture  and  Equipment 

Included  in  this  amount  is  research  equipment  in  the  amount  of  $1,807,029  purchased  from 
funds  provided  by  the  Alberta  Heritage  Savings  Trust  Fund. 

Note  5  Buildings 

The  premises  occupied  by  the  Cross  Cancer  Institute  in  Edmonton  were  constructed  by  the 
Province  and  are  not  reflected  on  the  balance  sheet. 

Note  6     Statement  of  Changes  in  Financial  Position 

A  statement  of  changes  in  financial  position  has  not  been  included  in  these  financial 
statements  as  such  a  statement  was  not  considered  appropriate. 

Note  7     Comparative  Figures 

Inasmuch  as  the  previous  reporting  period  covered  fifteen  months  comparative  figures  have 
been  presented  on  the  balance  sheet  only. 

Note  8     Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  July  12,  1979. 
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UNIVERSITY  OF  ALBERTA  HOSPITAL 


FINANCIAL  STATEMENTS 
MARCH  31,  1979 


Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue  and  Expenditure 
Statement  of  Revenue  Surplus 
Statement  of  Capital  Surplus 
Statement  of  Long-Term  Debt 
Notes  to  the  Financial  Statements 


To  the  Members  of  the 

University  of  Alberta  Hospital  Board 

I  have  examined  the  balance  sheet  and  the  statement  of  long-term  debt  of  the  University 
of  Alberta  Hospital  as  at  March  31,  1979  and  the  statements  of  revenue  and  expenditure, 
revenue  surplus  and  capital  surplus  for  the  year  then  ended.  My  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards,  and  accordingly  included  such 
tests  and  other  procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the 
Hospital  as  at  March  31,  1979  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements  applied  on  a  basis  consistent  with  that  of  the  preceding  period. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
July  6,  1979 


C.A. 


Auditor  General 
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UNIVERSITY  OF  ALBERTA  HOSPITAL 

BALANCE  SHEET 
AS  AT  MARCH  31,  1979 


ASSETS 


Statement  A 


Operating: 
Current: 
Cash 

Short-term  deposits 
Accounts  receivable  (Note  3) 
Inventories,  at  cost 
Deposit  and  prepaid  expenses 
Due  from  capital  fund 


1979 


115,789 
4,600,000 
3,493,072 
1,805,033 
21,224 

306,674 


1978 


$  4,472 
2,500,000 
3,554,249 
1,687,490 
26,876 
581,512 


10,341,792 


8,354,599 


Capital: 
Current: 
Cash 

Short-term  deposits 
Accounts  receivable  (Note  3) 
Fixed,  at  cost: 
Land  and  buildings 
Furniture  and  equipment 
Development  costs,  Alberta  Health 

Sciences  Centre 
Development  costs,  Offsite  Facility 


462,043 
2,400,000 
2,642,876 

19,169,781 
15,968,144 

38,439,735 
5,732,796 

84,815,375 


20,669 
275,000 
1,681,739 

19,169,781 
14,640,285 

12,978,971 
2,050,499 

50,816,944 


Trust: 
Current: 
Cash 

Short-term  deposits 
Accounts  receivable 
Accrued  interest 
Due  from  operating  fund 
Investments,  at  amortized  cost 
(approximate  market  value:  1979 
$5,145,342;  1978  $5,085,672)  (Note  4) 


24,544 
200,000 
243,619 
144,117 

50,939 


5,452,676 
6,115,895 


29,518 
55,000 
232,634 
130,367 
203,902 


5,175,873 
5,827,294 


$101,273,062 


$64,998,837 


Signed  on  behalf  of  the  Board: 
Chairman,  PETER  M.  OWEN 
Member,  WILLIAM  B.  McMULLEN 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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Statement  A  (continued) 

UNIVERSITY  OF  ALBERTA  HOSPITAL 


BALANCE  SHEET 
AS  AT  MARCH  31,  1979 

LIABILITIES  AND  SURPLUS 


Operating: 
Current: 
Bank  overdraft,  net 

Accounts  payable  and  accrued  charges 

Deferred  income 

Research  prepayments 

Due  to  trust  fund 
Province  of  Alberta  working  capital  advance 
Workers'  compensation  reserve 
Revenue  surplus,  Statement  C 


Capital: 
Current: 
Bank  loan 
Accounts  payable 
Due  to  operating  fund 
Long-term  debt,  Statement  E 
Capital  surplus,  Statement  D 


1979 


1,701,501 
4,940,161 
60,354 
486,786 
50,939 
900,000 

2,202,051 
10,341,792 


2,455,000 
6,470,441 
306,674 
4,192,851 
71,390,409 


1978 


1,402,456 
4,267,177 
146,953 
8,553 
203,902 
900,000 
100,000 
1,325,558 

8,354,599 


1,440,796 
581,512 
5,429,548 
43,365,088 


84,815,375 


50,816,944 


Trust: 
Current: 
Accounts  payable 
General  trust  (Note  5) 
Hospital  reserve  trust  (Note  5) 
Parking  operation  fund 
Professional  services  trusts 
University  Hospital  Foundation  trust  (Note  5) 
Patients'  safekeeping 
In-service  education  reserve 


1,883,638 
2,013,354 
1,909,937 
237,895 
24,443 
16,728 
29,900 

6,115,895 


8,206 
2,139,771 
1,884,793 
1,527,073 
207,796 
22,345 
26,143 
11,167 

5,827,294 


$101,273,062 


$64,998,837 


219 


UNIVERSITY  OF  ALBERTA  HOSPITAL 

STATEMENT  OF  REVENUE  AND  EXPENDITURE 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


Statement  B 


REVENUE 


Grants,  Department  of  Hospitals 

and  Medical  Care 
Patient  charges 
Research  and  other  grants 
Recoveries  and  sales 
Miscellaneous 


March  31, 

1979 
12  Months 

$63,157,943 
5,659,687 
466,831 
2,818,222 
213,790 


March  31, 

1978 
15  Months 

$68,574,618 
6,067,948 

380,047 
3,114,780 

415,304 


72,316,473 


78,552,697 


EXPENDITURE 


Nursing  services 

Diagnostic  and  therapeutic  services 
Drugs,  medical  and  surgical  supplies 
Research 

Educational  services 
General  services: 
Administration 

Plant  operations  and  maintenance 
Dietary 
Housekeeping 
Employee  benefits 
Laundry  and  linen 
Interest  on  long-term  debt 


Operating  surplus  (deficit)  for  the  year 
Interest  income 

Capital  assets  acquired  from  operating  funds 
Surplus  for  the  year 


20,497,632 

22,420,901 

16,204,803 

17,869,662 

5,901,907 

6,083,156 

466,831 

352,682 

7,011,693 

7,875,961 

5,879,338 

5,937,431 

4,309,400 

5,066,719 

4,552,820 

5,145,959 

2,506,436 

3,039,122 

3,005,894 

3,051,596 

1,524,525 

1,704,151 

366,857 

341,516 

72,228,136 

78,888,856 

88,337 

(336,159) 

448,488 

424,672 

(234,732) 

(83,169) 

$  302,093 

$  5,344 
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UNIVERSITY  OF  ALBERTA  HOSPITAL 


Statement  C 


STATEMENT  OF  REVENUE  SURPLUS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


Balance  at  beginning  of  year 
Add:  Surplus  for  the  year 

Department  of  Hospitals 
Care  adjustment  aDDlicable  to 


and  Medical 


9partment  of  Hospitals  and 
Care  adjustment  applicable 
previous  years 
Transfer  from  Workers'  compensati 
reserve 


on 


Balance  at  end  of  year 


March  31, 

1979 
12  Months 

$  1,325,558 
302,093 


474,400 

100,000 
$  2,202,051 


March  31, 

1978 
15  Months 

$  1,246,512 
5,344 


73,702 


$  1,325,558 


UNIVERSITY  OF  ALBERTA  HOSPITAL 

STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


Statement  D 


Balance  at  beginning  of  year 
Add: 

Capital  assets  acquired  during  year: 

Development  costs,  Alberta  Health 
Sciences  Centre,  provided  by  the 
Alberta  Heritage  Savings  Trust  Fund 

Applied  research,  heart  disease, 
provided  by  the  Alberta 
Heritage  Savings  Trust  Fund 

Department  of  Hospitals  and  Medical 
Care  capital  grants 

Operating  funds 

Donations 
Repayment  of  long-term  debt 

Deduct: 
Equipment  written  off 


March  31, 

1979 
12  Months 

$43,365,088 


25,460,764 


7,956 

1,355,426 
234,732 
76,638 
1,236,697 

71,737,301 
346,892 


March  31, 

1978 
15  Months 

$30,258,117 


10,410,925 


1,413,295 
83,169 
188,273 
1,148,939 

43,502,718 
137,630 


Balance  at  end  of  year 


$71,390,409 


$43,365,088 
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Maturity  Date 

Advances  from  Provincial 
Treasurer: 
Dec.  31,  1978 
July  1,  1979 
July  1,  1980 
July  1,  1981 
July  1,  1982 
July  1,  1983 


Debentures  payable: 
Nov.  15,  1979 
Sept.  1,  1984 
June  1,  1985 
Dec.  15,  1992 
Oct.  15,  1996 
Jan.  2,  1998 


Statement  E 

UNIVERSITY  OF  ALBERTA  HOSPITAL 

STATEMENT  OF  LONG-TERM  DEBT 
AS  AT  MARCH  31,  1979 


1979  1978 
Rate  of  Original  Amount  Amount 

Interest  Amount  Outstanding  Outstanding 


3V2%  $10,538,566  $      —  $  716,429 

31/2  2,000,507  135,998  267,397 

31/2  966,363  129,168  190,495 

53/4  1,385,600  317,854  412,498 

5%  539,212  160,525  195,354 

53/4  58,570  21,220  24,797 


764,765  1,806,970 


9  256,427  92,938  178,203 

53/4  275,000  116,428  1  32,312 

53/4  300,000  1  44,340  1  60,725 

73/4  1,051,305  879,140  913,441 

10  237,036  228,345  232,897 

9V4  2,005,000  1,966,895  2,005,000 


3,428,086  3,622,578 
$  4,192,851         $  5,429,548 
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UNIVERSITY  OF  ALBERTA  HOSPITAL 


Note  1 


Note  2 


Note  3 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
MARCH  31,  1979 

Authority 

The  University  of  Alberta  Hospital  operates  under  the  authority  of  The  University  of  Alberta 
Hospital  Act,  Chapter  379,  Revised  Statutes  of  Alberta  1970. 

Significant  Accounting  Policies  and  Reporting  Practices 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  provided  on  buildings,  furniture 
and  equipment  and  certain  fixed  assets  have  been  charged  to  operations  in  the  year  of 
acquisition. 

Accounts  Receivable 

Accounts  receivable,  less  allowance  for  doubtful  accounts,  consist  of  the  following: 


Operating: 
Hospitalization  Benefits  Plan 
Patients,  less  allowance  for 

doubtful  accounts 
Miscellaneous 


1979 


$  920,968 

2,039,641 
532,463 

$  3,493,072 


1978 


$  1,738,675 

1,457,781 
357,793 

$  3,554,249 


Note  4 


Note  5 


Capital: 

Alberta  Heritage  Savings  Trust  Fund 
Hospitalization  Benefits  Plan 
Miscellaneous 


$  2,283,116 
327,071 
32,689 

$  2,642,876 


$  1,147,756 
501,294 
32,689 

$  1,681,739 


Accounts  receivable  under  the  Hospitalization  Benefits  Plan  are  subject  to  approval  and  final 
determination  by  the  Department  of  Hospitals  and  Medical  Care  and  collection  is  subject  to 
such  approval. 
Trust  Investments 

Investments  as  at  March  31,  1979  are  summarized  hereunder: 


Government  of  Canada  bonds,  direct 

and  guaranteed 
Provincial  debentures,  direct  and 

guaranteed 
Corporate  debentures 
Corporate  term  notes 
Municipal  debentures 


Market 
Value 

$  605,250 

715,962 
3,480,555 
333,625 
9,950 

$  5,145,342 


Amortized 
Cost 

$  627,499 

870,077 
3,595,100 
350,000 
10,000 

$  5,452,676 


Subsequent  Event 

Under  the  authority  of  Order  in  Council  147/79  various  trust  balances,  included  in  these 
financial  statements  at  the  following  book  values,  have  been  transferred  to  the  University 
Hospital  Foundation  effective  April  1,  1979: 

$  793,747 


General  trust 
Hospital  reserve  trust 
University  Hospital  Foundation  trust 


2,013,354 
24,443 


$  2,831,544 
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Note  6     Contractual  Obligations 

The  Hospital  has  contractual  obligations  for  the  construction  of  the  Health  Sciences  Centre 
and  an  Offsite  Facility  for  laundry,  dietary  and  storage  services.  The  total  estimated  costs 
amount  to  approximately  $114,000,000  for  the  Health  Sciences  Centre  and  $10,400,000  for 
the  Offsite  Facility.  The  estimated  total  cost  of  the  Health  Sciences  Centre  will  increase  by 
escalation  factors  applied  from  April  1, 1978  to  completion  of  the  project.  The  construction  of 
the  Health  Sciences  Centre  is  funded  by  the  Alberta  Heritage  Savings  Trust  Fund  and  the 
Offsite  Facility  by  the  Department  of  Hospitals  and  Medical  Care. 

Note  7     Statement  of  Changes  in  Financial  Position 

A  statement  of  changes  in  financial  position  has  not  been  included  in  these  financial 
statements  as  such  a  statement  was  not  considered  appropriate. 

Note  8     Comparative  Figures 

The  1978  figures  have  been  restated  where  necessary  to  conform  to  1979  presentations. 

Note  9     Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  the  Audit  Committee  of  the  Hospital  Board  on 
July  6,  1979. 
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AETNA  IRRIGATION  DISTRICT 


FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 

Auditor's  Report 
Balance  Sheet 

Statement  of  Transactions  — 

Province  of  Alberta  Cost  Sharing  Fund 

Statement  of  Capital  Surplus 

Statement  of  Revenue,  Expenditure  and 
Revenue  Surplus 

Notes  to  the  Financial  Statements 

Schedule  of  Maintenance  and  Operation  Expense 

Schedule  of  Administration  and  General  Expense 


AUDITOR'S  REPORT 

To  the  Board  of  Directors  of 
the  Aetna  Irrigation  District 

I  have  examined  the  balance  sheet  of  the  Aetna  Irrigation  District  as  at  December  31, 1978 
and  the  statements  of  transactions  —  Province  of  Alberta  cost  sharing  fund,  capital  surplus 
and  revenue,  expenditure  and  revenue  surplus  for  the  year  then  ended.  My  examination 
was  made  in  accordance  with  generally  accepted  auditing  standards,  and  accordingly 
included  such  tests  and  other  procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the  District 
as  at  December  31,  1978  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements. 


Edmonton,  Alberta 
April  24,  1979 


C.A. 

Auditor  General 
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AETNA  IRRIGATION  DISTRICT 


Statement  A 


BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 

ASSETS 


Current: 
Cash 

Short-term  deposits 
Accounts  receivable  (Note  4) 
Accrued  interest 

Province  of  Alberta  cost  sharing  fund: 
Cash 

Accrued  interest 


Capital: 
Irrigation  works  (Note  5) 


$  3,270 
28,000 
1,122 
436 

32,828 


$  86,581 
1,912 


88,493 

102,848 
$224,169 


LIABILITIES 


Current: 

Cost  sharing  construction  costs  payable 
Accounts  payable 

Province  of  Alberta  cost  sharing  fund, 
Statement  B 

Surplus: 
Capital  surplus,  Statement  C 
Revenue  surplus,  Statement  D 


$102,848 
32,653 


$  974 
175 

1,149 
87,519 


135,501 


$224,169 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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Statement  B 


AETNA  IRRIGATION  DISTRICT 


STATEMENT  OF  TRANSACTIONS  —  PROVINCE  OF  ALBERTA  COST  SHARING  FUND 

FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Balance  at  beginning  of  year  (Note  3) 
Add: 

Contributions  received  from  the  Province  of  Alberta: 

Heritage  Savings  Trust  Fund 

Department  of  Agriculture 
Provision  for  irrigation  works 
Interest  earnings 


Deduct:  Additions  to  irrigation  works 
Balance  at  end  of  year 


$  75,854 


$  11,725 
4,099 
2,576 
6,546 


24,946 

100,800 
13,281 

$  87,519 


Statement  C 

AETNA  IRRIGATION  DISTRICT 

STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,1978 

Balance  at  beginning  of  year  (Note  3)  $  89,567 

Add:  Additions  to  irrigation  works  13,281 

Balance  at  end  of  year  $102,848 
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Statement  D 


AETNA  IRRIGATION  DISTRICT 


STATEMENT  OF  REVENUE,  EXPENDITURE  AND  REVENUE  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


REVENUE 


Water  earnings: 
Irrigation  rates  (Note  6) 
Penalties 


Interest  earnings 
Sale  of  materials 


4,656 
23 


4,679 
1,410 
278 


6,367 


EXPENDITURE 


Provision  for  irrigation  works 

Maintenance  and  operation  expense,  Schedule  1 

Administration  and  general  expense,  Schedule  2 


Surplus  for  the  year 

Revenue  surplus  at  beginning  of  year  (Note  3) 


2,576 
847 
1,836 


5,259 


1,108 
31,545 


Revenue  surplus  at  end  of  year 


$  32,653 
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AETNA  IRRIGATION  DISTRICT 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 

Note  1  Authority 

The  Aetna  Irrigation  District  operates  under  the  authority  of  The  Irrigation  Act,  Chapter  192, 
Revised  Statutes  of  Alberta  1970. 

Note  2     Significant  Accounting  Policies  and  Reporting  Practices 
General: 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  recorded  on  irrigation  works.  The 
practice  of  not  recording  depreciation  on  irrigation  works  is  an  established  accounting  princi- 
ple of  irrigation  districts. 

Irrigation  Works: 

Costs  incurred  in  constructing  new  irrigation  works  and  in  replacing  and  rehabilitating  ex- 
isting works  are  provided  forfrom  the  Province  of  Alberta  cost  sharing  fund.  See  Statement  B. 


Note  3     Adjustments  to  Opening  Balances 

The  financial  statements  to  December  31,  1977  were  reported  on  by  other  auditors.  The 
following  is  a  summary  of  adjustments  made  to  certain  amounts  reported  as  at  December31, 
1977  to  arrive  at  opening  balances  shown  in  these  financial  statements: 

Province  of  Alberta  Cost  Sharing  Fund: 

Balances  reported  December  31,  1977: 
Cost  sharing  $  84,319 

Secondary  works  4,361 

88,680 

Add:  Accrued  interest  unrecorded  as  at 

December  31,  1977  1,072 

89,752 

Deduct:  Cost  sharing  expenditures  previously 

charged  to  operations  13,898 

Adjusted  balance  as  at  December  31,  1977  $  75,854 

Capital  Surplus: 
Balance  reported  as  irrigation  works  reserve 

December  31,  1977  $  75,669 
Add:  Capital  expenditures  previously  charged 

to  operations  13,898 

Adjusted  balance  as  at  December  31,  1977  $  89,567 
Revenue  Surplus: 

Balance  reported  December  31,  1977  $  17,541 
Add:  Capital  expenditures  previously  charged 

to  operations  13,898 
Accrued  interest  unrecorded  as  at 

December  31,  1977  107 

31,546 

Deduct:  Tools  and  equipment  previously 

shown  at  nominal  value   \ 

Adjusted  balance  as  at  December  31,  1977 

$  31,545 
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Note  4     Accounts  Receivable 

Accounts  receivable  are  summarized  hereunder: 

Water  rates  and  charges  $  1,117 

Sundry  debtors   5 

$  1,122 


Note  5     Irrigation  Works 

Irrigation  works  have  been  valued  for  balance  sheet  purposes  at  $102,848  being  the  recorded 
cost  of  the  system  as  at  December  31,  1977  with  subsequent  additions  and  betterments 
recorded  at  cost. 

Note  6     Irrigation  Rates 

Irrigation  rates  consist  of: 

3,104  acres  at  $1 .50  per  acre  $  4,656 

Note  7     Comparative  Figures 

Due  to  changes  in  financial  statement  presentation  comparative  figures  have  not  been 
presented. 

Note  8     Statement  of  Changes  in  Financial  Position 

A  statement  of  changes  in  financial  position  has  not  been  presented  due  to  the  numerous 
adjustments  required  to  opening  balances. 

Note  9     Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  April  24,  1979. 
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Schedule  1 

AETNA  IRRIGATION  DISTRICT 

SCHEDULE  OF  MAINTENANCE  AND  OPERATION  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

Wages  $  770 
Truck  mileage  72 
Materials   5 

$  847 


Schedule  2 

AETNA  IRRIGATION  DISTRICT 

SCHEDULE  OF  ADMINISTRATION  AND  GENERAL  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Secretarial  salary  $  900 

Board  of  Directors'  fees  and  expenses  500 

Stationery,  printing  and  office  supplies  186 

Audit  fee  175 

Employee  benefits   75 


$1,836 
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BOW  RIVER  IRRIGATION  DISTRICT 


FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 

Auditor's  Report 
Balance  Sheet 

Statement  of  Transactions  — 
Irrigation  Works  Fund 

Statement  of  Capital  Surplus 

Statement  of  Revenue,  Expenditure 
and  Revenue  Surplus 

Statement  of  Changes  in  Financial  Position 

Notes  to  the  Financial  Statements 

Schedule  of  Maintenance  and  Operation  Expense 

Schedule  of  Administration  and  General  Expense 


AUDITOR'S  REPORT 

To  the  Board  of  Directors  of 

the  Bow  River  Irrigation  District 

I  have  examined  the  balance  sheet  of  the  Bow  River  Irrigation  District  as  at  December  31, 
1978  and  the  statements  of  transactions  —  irrigation  works  fund,  capital  surplus,  revenue, 
expenditure  and  revenue  surplus  and  changes  in  financial  position  for  the  year  then  ended. 
My  examination  was  made  in  accordance  with  generally  accepted  auditing  standards,  and 
accordingly  included  such  tests  and  other  procedures  as  I  considered  necessary  in  the 
circumstances. 

In  my  opinion  these  financial  statements  present  fairly  the  financial  position  of  the  District 
as  at  December  31,  1978  and  the  results  of  its  operations  and  changes  in  its  financial 
position  for  the  year  then  ended  in  accordance  with  the  disclosed  basis  of  accounting 
described  in  Note  2  to  the  financial  statements  applied  on  a  basis  consistent  with  that  of  the 
preceding  year. 


Edmonton,  Alberta 
April  2,  1979 


C.A. 

Auditor  General 
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BOW  RIVER  IRRIGATION  DISTRICT 

BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


Statement  A 


ASSETS 


Current: 
Cash 

Short-term  investments 
Accounts  receivable  (Note  3) 
Materials  and  supplies,  at  cost 
Accrued  interest 


Irrigation  works  funds: 
Cash 

Short-term  deposits 

Accrued  interest 

Accounts  receivable  (Note  4) 

Investments,  at  amortized  cost 
(approximate  market  value: 
1978  $12,240;  1977  $12,900)  (Note  5) 


Other  assets: 
Deferred  charges 
Long-term  deposits 

Investments,  mortgages  at  amortized  cost 
Agreements  receivable,  including  accrued 
interest  (Note  6) 


Capital: 
Irrigation  works  (Note  7) 
Equipment,  at  cost  less  accumulated 
depreciation 


1978 

478,578 
503,061 
307,496 
323,239 
26,357 

1,638,731 


141,927 
1,235,000 
13,845 
189,341 


15,872 
1,595,985 


14,459 
500,000 
943,864 

232,640 
1,690,963 


11,268,696 

489,639 
11,758,335 


1977 

331,709 
134,210 
237,931 
194,517 
26,298 

924,665 


101,051 
720,000 
6,515 
284,638 


15,860 
1,128,064 


16,479 
500,000 
1,008,108 

331,054 
1,855,641 


10,572,813 

382,966 
10,955,779 


$16,684,014 


$14,864,149 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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BOW  RIVER  IRRIGATION  DISTRICT 


Statement  A  (continued) 


BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


LIABILITIES 


Current: 
Accounts  payable: 
Sundry  creditors 

Cost  sharing  construction  costs  and 
holdbacks  payable  (Note  8) 
Contract  performance  deposits 
Deferred  revenue 

Deposits  on  water  right  applications 
Suspense 


Irrigation  works  fund,  Statement  B 

Surplus: 
Contributed  surplus 
Capital  surplus,  Statement  C 
Revenue  surplus,  Statement  D 


1978 


$  70,607 

63,217 
3,083 
3,067 

46,623 
1,500 

188,097 
2,513,198 


2,612,428 
11,268,696 
101,595 

13,982,719 


1977 


$  36,352 

115,120 
30,884 
7,088 
350 


189,794 
1,204,201 


2,612,428 
10,572,813 
284,913 

13,470,154 


$16,684,014 


$14,864,149 
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Statement  B 


BOW  RIVER  IRRIGATION  DISTRICT 


STATEMENT  OF  TRANSACTIONS  —  IRRIGATION  WORKS  FUND 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Balance  at  beginning  of  year 
Add: 

Contributions  received  from 

from  the  Province 

of  Alberta: 
Heritage  Savings 

Trust  Fund 
Department  of 

Agriculture 
Land  sales,  including 

right  of  entry  receipts 
Provision  for  irrigation 

works 

Contributions  for  new  parcels 

and  irrigation  works 
Interest  earnings 
Transfer  from  District  to 
Province  of  Alberta 
cost  sharing 


Deduct: 
Additions  to  irrigation 

works 
Consulting  fees,  net 


District 


592,495 

208,088 

70,343 
10,653 

(169,934) 


711,645 
1,340,826 


27,485 


27,485 


1978 


Province 
of  Alberta 
Cost  Sharing 


Total 


782,221 
261,663 


79,417 


169,934 


1,293,235 
1,868,255 


668,398 


668,398 


782,221 

261,663 

592,495 

208,088 

70,343 
90,070 

2,004,880 
3,209,081 

695,883 
695,883 


1977 


Total 


$     629,181      $     575,020      $  1,204,201       $  384,730 


811,519 

275,253 

526,070 

216,541 

96,614 
57,673 

1,983,670 
2,368,400 


1,192,204 
(28,005) 

1,164,199 


Balance  at  end  of  year 


$  1,313,341      $  1,199,857      $  2,513,198      $  1,204,201 


Statement  C 

BOW  RIVER  IRRIGATION  DISTRICT 

STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

1978  1977 

Balance  at  beginning  of  year                                                         $10,572,813  $  9,380,609 

Add:  Additions  to  irrigation  works                                                       695,883  1,192,204 

Balance  at  end  of  year                                                                 $11,268,696  $10,572,813 
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Statement  D 

BOW  RIVER  IRRIGATION  DISTRICT 

STATEMENT  OF  REVENUE,  EXPENDITURE  AND  REVENUE  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

1978  1977 

REVENUE 


Water  earnings: 


Irrigation  rates,  net  (Note  9) 

$  623,520 

$  528,055 

Water  supply  rentals 

12,802 

6,552 

Sale  of  excess  and  domestic  water,  net  (Note  10) 

36,060 

29,344 

Penalties 

13,716 

10,881 

686,098 

574,832 

Less:  Discounts 

19,301 

16,687 

666  797 

RRR  14R 

Interest  earnings 

218,828 

200,767 

Lease  revenue,  net 

53,567 

64,496 

rroiiT  on  aisposai  ot  equipment 

'+,U'+Z 

Miscellaneous 

1,894 

1,450 

945,728 

824,858 

EXPENDITURE 

Maintenance  and  operation  expense,  Schedule  1 

761,221 

662,754 

Provision  for  irrigation  works 

208,088 

216,541 

Administration  and  general  expense,  Schedule  2 

136,410 

130,392 

1,105,719 

1,009,687 

Surplus  (deficit)  for  the  year  from  operations 

(159,991) 

(184,829) 

Add:  Extraordinary  expenditure  for  engineering 

study  of  water  requirements 

23,327 

8,646 

Surplus  (deficit)  for  the  year 

(183,318) 

(193,475) 

Revenue  surplus  at  beginning  of  year 

284,913 

478,388 

Revenue  surplus  at  end  of  year 

$  101,595 

$  284,913 
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Statement  E 

BOW  RIVER  IRRIGATION  DISTRICT 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

1978  1977 

Funds  were  provided  from: 
Additions  to  irrigation  works  fund, 

Statement  B  $  2,004,880         $  1,983,670 

Agreements  receivable,  net  98,414  44,011 

Depreciation  and  amortization  90,705  70,109 
Collection  of  mortgage  investment  principal 

and  amortization  of  premium  paid  64,244  157,569 

Proceeds  from  sale  of  equipment  1,734  1,500 

Consulting  fees,  net   —  28,005 

2,259,977  2,284,864 


Funds  were  applied  to: 

Irrigation  works  695,883  1,192,204 

Irrigation  works  fund  assets  467,921  325,733 

Purchase  of  equipment  197,092  130,092 

Deficit  for  the  year  183,318  193,475 

Mortgage  investments  —  139,027 

Deferred  charges   —   3,178 

1,544,214  1,983,709 


Increase  in  working  capital  $    715,763         $  301,155 
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BOW  RIVER  IRRIGATION  DISTRICT 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 

Note  1  Authority 

The  Bow  River  Irrigation  District  operates  under  the  authority  of  The  Irrigation  Act,  Chapter 
192,  Revised  Statutes  of  Alberta  1970. 

Note  2     Significant  Accounting  Policies  and  Reporting  Practices 
General: 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  recorded  on  irrigation  works.  The 
practice  of  not  recording  depreciation  on  irrigation  works  is  an  established  accounting  princi- 
ple of  irrigation  districts. 

Irrigation  Works: 

Costs  incurred  in  constructing  new  irrigation  works  and  in  replacing  and  rehabilitating  ex- 
isting works  are  provided  for  from  the  irrigation  works  fund.  See  Statement  B. 

Depreciation: 

Equipment  is  depreciated  on  fixed  rates  applied  to  diminishing  balances.  A  summary  of  the 
rates  is  as  follows: 

Trucks  20%,  power  equipment  15%,  other  equipment  10%.  Deferred  charges  are  amortized  at 
the  rate  of  10%  of  cost. 

Note  3     Accounts  Receivable 

Accounts  receivable,  less  allowance  for  doubtful  accounts,  are  summarized  hereunder: 


1978 

1977 

Water  rates  and  charges 

$289,581 

$198,805 

Leases 

9,732 

18,580 

Sundry  debtors 

10,838 

21,057 

310,151 

238,442 

Less:  Allowance  for  doubtful  accounts 

2,655 

511 

$307,496 

$237,931 

Note  4     Irrigation  Works  Fund  Accounts  Receivable 

Irrigation  works  fund  accounts  receivable  consist  of  the  following: 

1.  The  outstanding  balance  of  the  water  right  charge  for  each  new  acre  to  be  irrigated, 
assessed  as  a  contribution  to  capital  assets  of  the  District. 

2.  The  balances  owing  on  special  construction  for  water  users  and  land  sales. 

Note  5     Irrigation  Works  Fund  Investments 

These  investments  of  the  District  are  summarized  as  follows: 

Amortized  Market 

Cost  Value 

Marketable  securities: 

Government  of  Canada                                                    $    9,889  $  7,100 

Provincial  issues,  guaranteed                                                 5,983  5,140 

$  15,872  $  12,240 
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Note  6     Agreements  Receivable,  Including  Accrued  Interest 

Agreements  receivable,  including  accrued  interest,  are  summarized  hereunder: 

1978  1977 


Twenty-five  year  agreements 

$215,226 

$304,012 

Other  Bow  River  Project  (Federal) 

rpppjv/ahlpc 

19,138 

28,766 

234,364 

332,778 

Less:  Allowance  for  doubtful  accounts 

1,724 

1,724 

$232,640 

$331,054 

Note  7     Irrigation  Works 

Irrigation  works  have  been  valued  for  balance  sheet  purposes  at  $11,268,696,  being  the 
original  cost  with  subsequent  additions  and  betterments  to  the  system  recorded  at  cost, 
except  that  no  valuation  has  been  placed  on  irrigation  works  including  land,  right-of-way  and 
buildings  transferred  to  the  District  from  the  Bow  River  Project  (Federal). 

Note  8     Cost  Sharing  Construction  Costs  and  Holdbacks  Payable 

This  liability  represents  work  undertaken  pursuant  to  cost  sharing  agreements  with  the 
Province  of  Alberta. 

Note  9     Irrigation  Rates 

Irrigation  rates,  net,  consist  of: 

143,225.599         acres  at  $4.00  per  acre  $572,902 
605.980         acres  subject  to  minimum  charge  per  parcel  4,320 
9,273.050         acres  at  $5.00  per  acre  terminable  46,365 
 1 5.750         acres  subject  to  minimum  charge  per  parcel,  terminable  100 

153,120.379  623,687 
Less:  Reclassification  credits   167 

$623,520 


Note  10    Main  Canal  Water  Users 

Water  charges  totalling  $34,420,  for  certain  water  users  on  the  main  canal,  have  been  included 
as  revenue  of  the  District  under  the  description  "Sale  of  excess  and  domestic  water."  An 
agreement  between  the  District  and  the  Department  of  Environment  to  transfer  responsibility 
for  these  users  has  not  been  finalized  and  therefore  this  revenue  is  subject  to  further  adjust- 
ment. 

Note  11    Comparative  Figures 

The  1977  figures  have  been  restated  where  necessary  to  conform  to  the  1978  presentation. 

Note  12    Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  April  2,  1979. 
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Schedule  1 

BOW  RIVER  IRRIGATION  DISTRICT 

SCHEDULE  OF  MAINTENANCE  AND  OPERATION  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


1978  1977 


Salaries  and  wages 

$  506,471 

$  441,957 

Depreciation 

89,046 

68,375 

Equipment  rental 

75,231 

90,448 

Equipment  maintenance  and  repairs 

70,064 

47,749 

Automobiles  and  trucks 

66,119 

58,636 

Workers'  Compensation  Board  assessment 

and  employee  benefits 

47,229 

40,392 

Materials  and  supplies 

38,692 

34,632 

Drainage  pumps 

26,416 

21,571 

Buildings,  net 

11,831 

989 

Weed  and  willow  control 

8,853 

17,040 

Insurance 

4,408 

3,672 

Consulting  fees 

3,477 

Telephone 

3,121 

3,343 

Mileage  and  travel 

z,bbb 

a, bob 

Engineering  supplies 

1,809 

Crop  and  flood  damage 

1,563 

Shop  expense 

470 

1,058 

Moving  expense 

200 

600 

Miscellaneous 

733 

619 

Rental  of  equipment 

(144,765) 

(164,129) 

Overhead  charged  to  capital  construction 

(52,413) 

(13,884) 

$  761,221 

$  662,754 
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Schedule  2 


BOW  RIVER  IRRIGATION  DISTRICT 

SCHEDULE  OF  ADMINISTRATION  AND  GENERAL  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


1978 

1977 

Qa  I  o  ripe 

$  71,742 

$  66  976 

Board  of  Directors'  fees  and  expenses 

21,028 

16,453 

^tatinnprv  nrintinn  and  officp  sunnlips 

7,979 

6,436 

Ruildina  npt 

5,612 

4,172 

Wnrkprs'  Cnmnpnsatinn  Board  asspssment 

and  pmnlovpp  bpnpfits 

4,299 

3,829 

Advertising 

4,154 

2,206 

Travelling,  including  automobile  expenses 

3,454 

1,824 

Audit  fee 

3,250 

2,800 

TplPOhonP 

3,121 

3,343 

Association  fpes 

2,956 

2,793 

Provision  for  doubtful  accounts 

2,145 

7,071 

Depreciation  on  equipment 

1,659 

1,734 

Postage 

1,226 

1,235 

Payroll  processing 

892 

763 

A\/inn  pvnpncp 
iviuviiiy  CAjJciiot; 

87CS 

Legal  fees  and  expenses 

760 

1,457 

Consulting  fees 

4,708 

Engineering  supplies 

1,485 

Miscellaneous 

1,258 

1,107 

$136,410 

$130,392 

242 


EASTERN  IRRIGATION  DISTRICT 
FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Transactions  — 
Irrigation  Works  Fund 

Statement  of  Capital  Surplus 

Statement  of  Revenue,  Expenditure  and 
Revenue  Surplus 

Statement  of  Changes  in  Financial  Position 

Notes  to  the  Financial  Statements 

Schedule  of  Maintenance  and  Operation  Expense 

Schedule  of  Administration  and  General  Expense 


To  the  Board  of  Directors  of  the 
Eastern  Irrigation  District 

I  have  examined  the  balance  sheet  ofthe  Eastern  Irrigation  District  as  at  December31, 1978 
and  the  statements  of  transactions  —  irrigation  works  fund,  capital  surplus,  revenue, 
expenditure  and  revenue  surplus  and  changes  in  financial  position  fortheyearthen  ended. 
My  examination  was  made  in  accordance  with  generally  accepted  auditing  standards,  and 
accordingly  included  such  tests  and  other  procedures  as  I  considered  necessary  in  the 
circumstances. 

In  my  opinion  these  financial  statements  present  fairly  the  financial  position  of  the  District 
as  at  December  31,  1978  and  the  results  of  its  operations  and  changes  in  its  financial 
position  for  the  year  then  ended  in  accordance  with  the  disclosed  basis  of  accounting 
described  in  Note  2  to  the  financial  statements  applied  on  a  basis  consistent  with  that  of  the 
preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
March  5,  1979 


C.A. 

Auditor  General 
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EASTERN  IRRIGATION  DISTRICT 

BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


Statement  A 


ASSETS 


Current: 
Cash 

Short-term  deposits 
Accounts  receivable  (Note  3) 
Accrued  interest 
Materials  and  supplies,  at  cost 


Irrigation  works  and  other  funds: 
Cash 

Short-term  deposits 
Accrued  interest 
Investments,  at  amortized  cost 

(approximate  market  value: 

1978  $1,571,710;  1977  $1,676,696)  (Note  4) 


Other  assets: 
Agreements  receivable 
Lease  improvements,  at  cost  less 

accumulated  depreciation 
Land,  at  cost  (Note  5) 


Capital: 
Irrigation  works  (Note  6) 
Equipment,  at  cost  less  accumulated 
depreciation  (Note  2) 


1978 

$  490,223 
300,000 
228,749 
38,893 
127,009 

1,184,874 


283,016 
1,600,000 
19,086 


1,789,922 
3,692,024 


23,599 

308,373 
77,426 

409,398 


18,183,098 

632,010 
18,815,108 


1977 

240,733 
300,000 
209,718 
36,875 
145,198 

932,524 


3,442 
1,340,000 
10,010 


1,794,839 
3,148,291 


29,341 

275,984 
77,426 

382,751 


15,157,382 

503,147 
15,660,529 


$24,101,404 


$20,124,095 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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EASTERN  IRRIGATION  DISTRICT 


Statement  A  (continued) 


BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


LIABILITIES 


Current: 
Accounts  payable: 
Cost  sharing  construction  costs  and 

holdbacks  payable 
Sundry  creditors 
Suspense 
Deferred  revenue 


1978 


$  671,950 
78,480 
91,869 
340,834 

1,183,133 


1977 


567,971 
54,074 
14,980 

242,791 

879,816 


Irrigation  works  and  other  funds: 
Bank  overdraft 

Irrigation  works  fund,  Statement  B 
Commutation  fund 
Grazing  fund 


3,629,189 
86,255 
204,642 

3,920,086 


25,988 
3,033,892 
70,914 
159,469 

3,290,263 


Surplus: 
Capital  surplus,  Statement  C 
Revenue  surplus,  Statement  D 
Appropriated  revenue  surplus,  working  capital 


18,183,098 
275,087 
540,000 

18,998,185 


15,157,382 
256,634 
540,000 

15,954,016 


$24,101,404 


$20,124,095 
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Statement  B 


EASTERN  IRRIGATION  DISTRICT 


STATEMENT  OF  TRANSACTIONS  —  IRRIGATION  WORKS  FUND 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


1978 


Balance  at  beginning  of  year 
Add: 

Contributions  received  from 

from  the  Province 

of  Alberta: 
Heritage  Savings 

Trust  Fund 
Department  of 

Agriculture 
Provision  for  irrigation 

works 
Land  sales,  including 

royalty  and  right  of 

entry  receipts 
Interest  earnings 
Proceeds  from  sale  of 

irrigation  works 
Contributions  for 

irrigation  works 
Transfer  from  District  to 

Province  of  Alberta 

cost  sharing 


Deduct: 
Additions  to  irrigation 

works 
Cost  recoveries 
Rehabilitation  of  structures 


District 


427,933 


260,292 
137,035 

578 


Province 
of  Alberta 
Cost  Sharing 


Total 


1977 


Total 


$  2,309,987      $    723,905     $  3,033,892      $  3,085,076 


(441,684) 
384,154 
2,694,141 


270,096 


270,096 


2,280,345 
432,854 


127,291 


441,684 
3,282,174 
4,006,079 


2,868,522 
(67,587) 

2,800,935 


2,280,345 
432,854 
427,933 


260,292 
264,326 


578 


3,666,328 
6,700,220 


3,138,618 
(67,587) 

3,071,031 


2,346,783 
458,338 
319,549 

263,634 
243,691 

28,022 

1,000 


3,661,017 
6,746,093 

3,711,493 

708 
3,712,201 


Balance  at  end  of  year 


$  2,424,045      $  1,205,144      $  3,629,189      $  3,033,892 
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Statement  C 

EASTERN  IRRIGATION  DISTRICT 

STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

1978  1977 

Balance  at  beginning  of  year                                                         $15,157,382  $11,507,412 

Add:  Additions  to  irrigation  works                                                    3,071,031  3,711,493 

18,228,413  15,218,905 

Deduct:  Irrigation  works  written  off                                                         45,315  61,523 

Balance  at  end  of  year                                                                 $18,183,098  $15,157,382 


EASTERN  IRRIGATION  DISTRICT 


Statement  D 


STATEMENT  OF  REVENUE,  EXPENDITURE  AND  REVENUE  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


REVENUE 


Water  earnings: 
Irrigation  rates,  net  (Note  7) 
Sale  of  excess  and  domestic  water 
Water  benefit  charges 
Penalties 

Less:  Discounts  allowed 


Lease  revenue,  net  (Note  8) 
Interest  earnings 
Miscellaneous 


1978 


974,917 
37,831 
9,353 
 8,137 

1,030,238 
37,841 

992,397 
657,237 
7,900 


1977 


939,722 
39,486 
8,941 
8,406 

996,555 
37,560 

958,995 
570,777 
2,448 
730 


1,657,534 


1,532,950 


EXPENDITURE 


Maintenance  and  operation  expense,  Schedule  1 
Administration  and  general  expense,  Schedule  2 
Provision  for  irrigation  works 
Hail  insurance 
Irrigation  system  study 


Surplus  for  the  year 

Add:  Revenue  surplus  at  beginning  of  year 


861,812 
316,444 
427,933 
32,892 

1,639,081 

18,453 
256,634 


806,461 
288,673 
319,549 
33,866 
1,031 

1,449,580 

83,370 
173,264 


Revenue  surplus  at  end  of  year 


$  275,087 


$  256,634 
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Statement  E 

EASTERN  IRRIGATION  DISTRICT 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

1978  1977 

Funds  were  provided  from: 
Additions  to  irrigation  works  fund, 

Statement  B                                                                         $  3,666,328  $3,661,017 

Depreciation                                                                                 146,092  114,949 

Proceeds  from  sale  of  equipment                                                       66,877  41,700 

Grazing  land  provision  and  interest                                                     46,582  43,879 

Surplus  for  the  year                                                                         18,453  83,370 

Proceeds  from  commutation  of  rates                                                   15,341  19,528 

Agreements  receivable,  net                                                                 5,742  — 

Irrigation  works  and  other  funds  assets,  net   —  228,184 

3,965,415  4,192,627 


Funds  were  applied  to: 

Irrigation  works,  Statement  B  3,071,031  3,711,493 

Irrigation  works  and  other  funds  assets,  net  569,721  — 

Purchase  of  equipment  331,046  165,587 

Purchase  of  lease  improvements  43,174  28,931 

Expenditure  from  grazing  fund  1,410  — 

Purchase  of  land  equities  —  8,746 

Agreements  receivable,  net  —  6,266 

Rehabilitation  of  structures   —   708 

4,016,382  3,921,731 


Increase  (decrease)  in  working  capital  $     (50,967)        $  270,896 


248 


EASTERN  IRRIGATION  DISTRICT 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 


Note  1 


Note  2 


Note  3 


Note  4 


Authority 

The  Eastern  Irrigation  District  operates  under  the  authority  of  The  Irrigation  Act,  Chapter  192, 
Revised  Statutes  of  Alberta  1970. 

Significant  Accounting  Policies  and  Reporting  Practices 
General: 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  recorded  on  irrigation  works.  The 
practice  of  not  recording  depreciation  on  irrigation  works  is  an  established  accounting  princi- 
ple of  irrigation  districts. 

Irrigation  Works: 

Costs  incurred  in  constructing  new  irrigation  works  and  in  replacing  and  rehabilitating  ex- 
isting works  are  provided  for  from  the  irrigation  works  fund.  See  Statement  B. 

Depreciation: 

Equipment  is  depreciated  on  fixed  rates  applied  to  diminishing  balances.  A  summary  of  the 
rates  is  as  follows:  agricultural  equipment  30%,  trucks,  tractors  and  earthmoving  machinery 
20%,  other  equipment  10%. 

Accounts  Receivable 

Accounts  receivable,  less  allowance  for  doubtful  accounts,  are  summarized  hereunder: 


Water  rates  and  charges 
Lease  rentals 
Sundry  debtors 

Current  portion  of  agreements  receivable 
Less:  Allowance  for  doubtful  accounts 


Investments 

Investments  of  the  District  are  summarized  as  follows: 


Marketable  securities: 
Government  of  Canada  bonds 
Provincial  issues,  direct  and 

guaranteed 
Municipal  issues 
School  district  issues 
Corporate  issues 
Preferred  shares 


1978 

1977 

$176,878 

$131,931 

13,508 

46,035 

42,329 

27,177 

8,302 

17,031 

241,017 

222,174 

12,268 

12,456 

$228,749 

$209,718 

Note  5  Land 


Amortized 
Cost 

$  370,142 

1,330,279 
24,501 
10,000 
50,000 
5,000 

$  1,789,922 


Market 
Value 

$  331,745 

1,152,778 
24,437 

8,000 
49,500 

5,250 

$  1,571,170 


No  valuation  has  been  placed  on  unsold  land  transferred  from  the  Canadian  Pacific  Railway 
Company. 


249 


Note  6 


Note  7 


Irrigation  Works 

Irrigation  structures  transferred  from  the  Canadian  Pacific  Railway  Company  to  the  District 
were  taken  into  the  accounts  at  estimated  cost  less  depreciation  to  December  31,  1935.  No 
appraisal  was  made  of  the  waterways.  Subsequent  additions,  extensions  and  betterments  to 
the  system  are  recorded  at  cost. 


Irrigation  Rates 

Irrigation  rates  consist  of: 

185,938.5  acres  at  $4.25  per  acre 

63  acres  at  $42.50  per  parcel  minimum 

633.31  acres  under  water  service  commutation 

40,845  acres  at  $4.25  per  acre  terminable 

354.5  acres  at  $42.50  per  parcel  minimum  terminable 

227,834.31  acres 

Add:  Special  rates 


$790,239 
383 
5,840 
173,591 
2,380 

972,433 
2,484 

$974,917 


Note  8     Lease  Revenue 

Lease  revenue,  net  consists  of: 

Oil  and  gas  well  lease  revenue 
Grazing  lease  revenue 

Deduct: 
Taxes  on  leased  lands 
Provision  for  grazing  fund 
Other  expenses 


$527,932 
343,105 


144,854 
34,310 
34,636 


$871,037 


213,800 
$657,237 


Note  9     Comparative  Figures 

The  1977  figures  have  been  restated  where  necessary  to  conform  to  1978  presentation. 
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Schedule  1 

EASTERN  IRRIGATION  DISTRICT 

SCHEDULE  OF  MAINTENANCE  AND  OPERATION  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


1978  1977 


Salaries  and  wages 

$616,700 

$575,674 

Depreciation  on  equipment 

124,101 

96,982 

Truck  expense 

52,943 

45,261 

Earthmoving  machinery 

42,440 

46,614 

Structures  and  waterways 

39,338 

26,644 

Buildings  and  grounds,  net 

25,114 

13,300 

Weed,  willow  and  pest  control 

24,770 

35,921 

Tools  and  light  equipment 

10,053 

9,070 

Irrigation  pumps 

9,575 

13,490 

Land  and  crop  damage 

9,072 

4,319 

Telephone 

8,230 

8,362 

Travelling 

2,992 

4,254 

Materials  and  supplies 

1,899 

11,531 

Miscellaneous 

2,795 

2,330 

Miscellaneous  revenue 

(12,008) 

(4,761) 

Rental  of  equipment 

(96,202) 

(82,530) 

$861,812 

$806,461 

Schedule  2 

EASTERN  IRRIGATION  DISTRICT 

SCHEDULE  OF  ADMINISTRATION  AND  GENERAL  EXPENSE 

FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

1978 

1977 

Salaries 

$151,481 

$141,545 

Insurance 

39,708 

37,822 

Workers'  Compensation  Board  assessment  and 

unemployment  insurance 

29,110 

24,283 

Pension  plan  and  group  insurance  contributions 

27,464 

20,712 

Stationery,  printing  and  office  supplies 

11,884 

9,612 

Equipment  rentals  and  maintenance 

11,428 

9,443 

Buildings,  net 

11,016 

7,513 

Board  of  Directors'  fees  and  expenses 

9,538 

8,965 

Depreciation  on  equipment  and  furniture 

6,631 

6,763 

Association  fees 

4,509 

4,392 

Audit  fee 

3,500 

3,500 

Telephone 

3,084 

2,891 

Travelling 

2,270 

2,553 

Legal  fees  and  expenses 

447 

2,673 

Miscellaneous 

4,374 

6,006 

$316,444 

$288,673 
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LEAVITT  IRRIGATION  DISTRICT 
FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Transactions  — 

Province  of  Alberta  Cost  Sharing  Fund 

Statement  of  Capital  Surplus 

Statement  of  Revenue,  Expenditure  and 
Revenue  Surplus 

Notes  to  the  Financial  Statements 

Schedule  of  Maintenance  and  Operation  Expense 

Schedule  of  Administration  and  General  Expense 


To  the  Board  of  Directors  of 
the  Leavitt  Irrigation  District 

I  have  examined  the  balance  sheet  of  the  Leavitt  Irrigation  District  as  at  December  31 , 1978 
and  the  statements  of  transactions  —  Province  of  Alberta  cost  sharing  fund,  capital  surplus 
and  revenue,  expenditure  and  revenue  surplus  for  the  year  then  ended.  My  examination 
was  made  in  accordance  with  generally  accepted  auditing  standards,  and  accordingly 
included  such  tests  and  other  procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion  these  financial  statements  present  fairly  the  financial  position  of  the  District 
as  at  December  31,  1978  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
April  10,  1979 


C.A. 

Auditor  General 
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LEAVITT  IRRIGATION  DISTRICT 


Statement  A 


BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


ASSETS 


Current: 
Cash 

Accounts  receivable  (Note  4) 
Prepaid  expenses 
Accrued  interest 

Province  of  Alberta  cost  sharing  fund: 
Cash 

Accrued  interest 


Capital: 
Irrigation  works  (Note  5) 

Equipment,  at  cost  less  accumulated  depreciation 


$  84,468 
1,268 


166,447 
1,015 


LIABILITIES 


Current: 
Accounts  payable 

Province  of  Alberta  cost  sharing  fund, 
Statement  B 

Surplus: 
Capital  surplus,  Statement  C 
Revenue  surplus,  Statement  D 


$166,447 
8,082 


$  10,861 
7,178 
43 

 83 

18,165 


85,736 


167,462 
$271,363 

$  2,655 
94,179 


174,529 
$271,363 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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Statement  B 

LEAVITT  IRRIGATION  DISTRICT 

STATEMENT  OF  TRANSACTIONS  —  PROVINCE  OF  ALBERTA  COST  SHARING  FUND 

FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

Balance  at  beginning  of  year  (Note  3)  $  56,606 

Add: 

Contributions  received  from  the  Province 
of  Alberta 

Heritage  Savings  Trust  Fund  $  21,439 

Department  of  Agriculture  7,496 
Provision  for  irrigation  works  4,710 
Interest  earnings  4,161 

37,806 
94,412 

Deduct: 

Additions  to  irrigation  works   233 

Balance  at  end  of  year  $  94,179 


Statement  C 

LEAVITT  IRRIGATION  DISTRICT 

STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,1978 

Balance  at  beginning  of  year  (Note  3)  $166,214 

Add:  Additions  to  irrigation  works   233 

Balance  at  end  of  year  $1 66,447 
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Statement  D 

LEAVITT  IRRIGATION  DISTRICT 

STATEMENT  OF  REVENUE,  EXPENDITURE  AND  REVENUE  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

REVENUE 

Water  earnings: 

Irrigation  rates  (Note  6)  $14,400 
Penalties  489 

14,889 

Less:  Discounts   510 

14,379 

Interest  earnings   364 

14,743 


EXPENDITURE 


Maintenance  and  operation  expense,  Schedule  1 

Provision  for  irrigation  works 

Administration  and  general  expense,  Schedule  2 


Deficit  for  the  year 

Add:  Revenue  surplus  at  beginning  of  year  (Note  3) 


$  9,318 
4,710 
1,492 


15,520 

(777) 
8,859 


Revenue  surplus  at  end  of  year 


$  8,082 
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LEAVITT  IRRIGATION  DISTRICT 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 

Note  1  Authority 

The  Leavitt  Irrigation  District  operates  under  the  authority  of  The  Irrigation  Act,  Chapter  192, 
Revised  Statutes  of  Alberta  1970. 

Note  2     Significant  Accounting  Policies  and  Reporting  Practices 

General: 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  recorded  on  irrigation  works.  The 
practice  of  not  recording  depreciation  on  irrigation  works  is  an  established  accounting  princi- 
ple of  irrigation  districts. 

Irrigation  Works: 

Costs  incurred  in  constructing  new  irrigation  works  and  in  replacing  and  rehabilitating  ex- 
isting works  are  provided  forfrom  the  Province  of  Alberta  cost  sharing  fund.  See  Statement  B. 

Depreciation: 

Equipment  is  depreciated  at  the  rate  of  10%  per  annum  applied  to  diminishing  balances. 

Note  3     Adjustments  to  Opening  Balances 

The  financial  statements  to  December  31,  1977  were  reported  on  by  other  auditors.  The 
following  is  a  summary  of  adjustments  made  to  certain  amounts  reported  as  at  December31, 
1977  to  arrive  at  opening  balances  shown  in  these  financial  statements: 

Province  of  Alberta  Cost  Sharing  Fund: 
Balance  reported  December  31,  1977  $  61,911 

Add:  Accrued  interest  unrecorded  as 
at  December  31,  1977 


866 
62,777 


Deduct:  Accounts  payable  unrecorded  as  at 
December  31,  1977 
Capital  expenditures  not  charged  to 
the  fund  but  shown  as  current 
assets  accounts  receivable  as 
at  December  31,  1977 


Adjusted  balance  as  at  December  31,  1977 

Capital  Surplus: 
Balance  reported  December  31,  1977 
Add:  Cost  sharing  fund  accounts  payable 

unrecorded  as  at  December  31,  1977 
Capital  expenditure  shown  as  current 
assets  accounts  receivable  as 
at  December  31,  1977 

Adjusted  balance  as  at  December  31,  1977 

Revenue  Surplus: 
Balance  reported  December  31,  1977 
Add:  Adjustment  of  prepaid  expenses  reported 
as  at  December  31,  1977 
Accrued  interest  unrecorded  as  at 
December  31,  1977 


$  5,598 


573 


6,171 


$  56,606 

$160,043 
5,598 

573 
$166,214 

$  8,496 
221 
142 


Adjusted  balance  as  at  December  31,  1977 


$  8,859 
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Note  4     Accounts  Receivable 

Accounts  receivable  are  summarized  hereunder: 

Water  rates  and  charges  $  6,913 

Sundry  debtors   265 

$  7,178 


Note  5     Irrigation  Works 

Irrigation  works  have  been  valued  for  balance  sheet  purposes  at  $166,447  being  the  recorded 
cost  of  the  system  as  at  December  31,  1977  with  subsequent  additions  and  betterments 
recorded  at  cost. 

Note  6     Irrigation  Rates 

Irrigation  rates  consist  of: 

4,430.9  acres  at  $3.25  per  acre  $  14,400 

Note  7     Comparative  Figures 

Due  to  changes  in  financial  statement  presentation  comparative  figures  have  not  been 
presented. 

Note  8     Statement  of  Changes  in  Financial  Position 

A  statement  of  changes  in  financial  position  has  not  been  presented  due  to  the  numerous 
adjustments  required  to  opening  balances. 

Note  9     Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  April  10,  1979. 
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Schedule  1 

LEAVITT  IRRIGATION  DISTRICT 

SCHEDULE  OF  MAINTENANCE  AND  OPERATION  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Wages  $  5,675 

Equipment  rental  1,730 

Employee  truck  allowance  1,443 

Insurance  167 

Depreciation  113 

Workers'  Compensation  Board  assessment  118 

Materials  and  supplies   72 


$  9,318 


Schedule  2 

LEAVITT  IRRIGATION  DISTRICT 

SCHEDULE  OF  ADMINISTRATION  AND  GENERAL  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Office  salaries  $  1,000 

Board  of  Directors'  fees  and  expenses  146 

Audit  fee  100 

Association  fees  86 

Advertising  69 

Stationery,  printing  and  office  supplies  52 

Insurance  35 

Miscellaneous  4 


$  1,492 
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LETHBRIDGE  NORTHERN  IRRIGATION  DISTRICT 
FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Transactions  — 
Irrigation  Works  Fund 

Statement  of  Capital  Surplus 

Statement  of  Revenue,  Expenditure  and 
Revenue  Surplus 

Statement  of  Changes  in  Financial  Position 

Notes  to  the  Financial  Statements 

Schedule  of  Maintenance  and 
Operation  Expense  by  Units 

Schedule  of  Administration  and  General  Expense 


To  the  Board  of  Directors  of  the 

Lethbridge  Northern  Irrigation  District 

I  have  examined  the  balance  sheet  of  the  Lethbridge  Northern  Irrigation  District  as  at 
December  31,  1978  and  the  statements  of  transactions  —  irrigation  works  fund,  capital 
surplus,  revenue,  expenditure  and  revenue  surplus  and  changes  in  financial  position  forthe 
year  then  ended.  My  examination  was  made  in  accordance  with  generally  accepted  audit- 
ing standards,  and  accordingly  included  such  tests  and  other  procedures  as  I  considered 
necessary  in  the  circumstances. 

In  my  opinion  these  financial  statements  present  fairly  the  financial  position  of  the  District 
as  at  December  31,  1978  and  the  results  of  its  operations  and  the  changes  in  its  financial 
position  for  the  year  then  ended  in  accordance  with  the  disclosed  basis  of  accounting 
described  in  Note  2  to  the  financial  statements  applied  on  a  basis  consistent  with  that  of  the 
preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
March  16,  1979 


C.A. 

Auditor  General 
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LETHBRIDGE  NORTHERN  IRRIGATION  DISTRICT 

BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


Statement  A 


ASSETS 


Cash 

Accounts  receivable  (Note  3) 
Inventories  (Note  4) 
Accrued  interest 
Short-term  deposit 


Irrigation  works  and  commutation  funds: 
Cash 

Accounts  receivable  (Note  5) 
Accrued  interest 
Treasury  branch  term  deposits 
Investments,  at  amortized  cost 

(approximate  market  value: 

1978  $282,995;  1977  $245,519)  (Note  6) 


Deferred  charges 

Capital: 
Irrigation  works  (Note  7) 
Equipment,  at  cost  less  accumulated 
depreciation 


1978 

69,179 
233,935 
102,392 
5,991 


411,497 


86,031 
10,914 
1,673 
419,000 


333,948 
851,566 
2,709 


12,034,832 

281,595 
12,316,427 


1977 

200 
178,891 
116,640 
4,685 
20,240 


320,656 


223,123 
61,647 
9,030 
669,000 


288,494 
1,251,294 

10,006,285 

299,771 
10,306,056 


$13,582,199 


$11,878,006 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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Statement  A  (continued) 

LETHBRIDGE  NORTHERN  IRRIGATION  DISTRICT 


BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


LIABILITIES 


Current: 
Treasury  branch  overdraft 
Treasury  branch  loans,  guaranteed  by  the 

Province  of  Alberta 
Accounts  payable: 
Cost  sharing  construction  costs  and 

holdbacks  payable  (Note  8) 
Sundry  creditors 
Deferred  revenue 
Suspense 

Contract  performance  deposit 


Irrigation  works  and  commutation  funds: 
Irrigation  works  fund,  Statement  B 
Commutation  fund 


Surplus: 
Capital  surplus,  Statement  C 
Revenue  surplus,  Statement  D 


1978 

$  — 
100,000 

284,707 
41,984 
4,205 
1,653 

432,549 


785,671 
207,968 

993,639 


12,034,832 
121,179 

12,156,011 


1977 

$  75,978 
260,000 


31,960 
24,384 
1,732 
1,825 
20,655 

416,534 


1,200,340 
193,834 

1,394,174 


10,006,285 
61,013 

10,067,298 


$13,582,199 


$11,878,006 
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Statement  B 


LETHBRIDGE  NORTHERN  IRRIGATION  DISTRICT 


STATEMENT  OF  TRANSACTIONS  —  IRRIGATION  WORKS  FUND 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


1978 


Balance  at  beginning  of  year 
Add: 

Contributions  received 

from  the  Province 

of  Alberta: 
Heritage  Savings 

Trust  Fund 
Department  of 

Agriculture 
Provision  for  irrigation 

works 
Proceeds  from  sale  of 

irrigation  works 
Interest  earnings 
Contributions  for  new  parcels 

and  irrigation  works 
Transfer  from  District  to 

Province  of  Alberta 

cost  sharing 


Deduct: 
Additions  to  irrigation 

works 
Consulting  fees,  net 
Replotting  of  Commerce 

townsite 


District 


252,500 

139,493 
11,736 

14,250 


(185,350) 
232,629 
663,438 


107,017 
6,968 


113,985 


Province 
of  Alberta 
Cost  Sharing 


Total 


1977 


Total 


$430,809      $    769,531      $  1,200,340      $  1,205,013 


870,111 
268,465 


68,278 
6,500 

185,350 


1,398,704 
2,168,235 


1,932,017 


1,932,017 


870,111 

268,465 

252,500 

139,493 
80,014 

20,750 


1,631,333 
2,831,673 


2,039,034 
6,968 


2,046,002 


917,134 

287,570 

273,400 

31,341 
80,718 

51,331 


1,641,494 
2,846,507 


1,612,764 
25,754 

7,649 
1,646,167 


Balance  at  end  of  year 


$549,453      $     236,218      $     785,671      $  1,200,340 


LETHBRIDGE  NORTHERN  IRRIGATION  DISTRICT 

STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Statement  C 


Balance  at  beginning  of  year 
Add:  Additions  to  irrigation  works 

Deduct:  Irrigation  works  written  off 
Balance  at  end  of  year 


1978 

$10,006,285 
2,039,034 

12,045,319 
10,487 

$12,034,832 


1977 

$  8,400,521 
1,612,764 

10,013,285 
7,000 

$10,006,285 
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Statement  D 

LETHBRIDGE  NORTHERN  IRRIGATION  DISTRICT 

STATEMENT  OF  REVENUE,  EXPENDITURE  AND  REVENUE  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

1978  1977 

REVENUE 


Water  earnings: 


Irrigation  rates,  net  (Note  10) 

$800,437 

$738,050 

Sale  of  excess  and  domestic  water 

20,331 

14,691 

Water  supply  rentals 

7,815 

6,905 

Penalties 

10,428 

6,964 

839,011 

766,610 

Less:  Discounts 

9,591 

9,236 

7R7  374 

1  oqco  ro\/on  1 10  not 
Ltfdbc  icvcllUc,  Mel 

3  051 

4,1 35 

Interest  earnings  on  beet  labour  advances,  net 

84 

Miscellaneous 

7,389 

3,887 

839,860 

765,480 

EXPENDITURE 

Maintenance  and  operation  expense,  Schedule  1 

338,241 

404,736 

Provision  for  irrigation  works 

252,500 

273,400 

Administration  and  general  expense,  Schedule  2 

182,375 

178,055 

Reservoir  program  grants 

4,474 

6,938 

Farm  operations,  net 

2,104 

3,876 

779,694 

867,005 

Surplus  (deficit)  for  the  year 

60,166 

(101,525) 

Add:  Revenue  surplus  at  beginning  of  year 

61,013 

162,538 

Revenue  surplus  at  end  of  year 

$121,179 

$  61,013 
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LETHBRIDGE  NORTHERN  IRRIGATION  DISTRICT 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Statement  E 


Funds  were  provided  from: 
Additions  to  irrigation  works  fund, 

Statement  B 
Irrigation  works  and  commutation  fund  assets 
Depreciation  and  amortization 
Proceeds  from  commutation  of  rates 
Sale  of  equipment 
Surplus  for  the  year 


1978 


1,631,333 
399,728 
52,130 
14,134 
996 
60,166 


1977 


1,641,494 
291,335 
56,234 
1 1 ,869 
6,075 


2,158,487 


2,007,007 


Funds  were  applied  to: 
Irrigation  works 

Purchase  of  equipment  and  deferred  charges 
Consulting  fees 

Replotting  of  Commerce  townsite 
Deficit  for  the  year 


2,039,034 
37,659 
6,968 


2,083,661 


1,612,764 
43,469 
25,754 
7,649 
101,525 

1,791,161 


Increase  in  working  capital 


$  74,826 


$  215,846 
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LETHBRIDGE  NORTHERN  IRRIGATION  DISTRICT 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 


Note  1  Authority 

The  Lethbridge  Northern  Irrigation  District  operates  under  the  authority  of  The  Irrigation  Act, 
Chapter  192,  Revised  Statutes  of  Alberta  1970. 

Note  2     Significant  Accounting  Policies  and  Reporting  Practices 
General: 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  recorded  on  irrigation  works.  The 
practice  of  not  recording  depreciation  on  irrigation  works  is  an  established  accounting  princi- 
ple of  irrigation  districts. 

Irrigation  Works: 

Costs  incurred  in  constructing  new  irrigation  works  and  in  replacing  and  rehabilitating  ex- 
isting works  are  provided  for  from  the  irrigation  works  fund.  See  Statement  B. 

Depreciation: 

Equipment  is  depreciated  on  fixed  rates  applied  to  diminishing  balances.  A  summary  of  the 
rates  is  as  follows:  trucks  20%,  power  equipment  15%,  other  equipment  10%.  Deferred 
charges,  consisting  of  concrete  forms,  are  amortized  on  a  usage  basis  at  the  rate  of  1  100  of 
cost  per  item  constructed. 

Note  3     Accounts  Receivable 

Accounts  receivable,  less  allowance  for  doubtful  accounts,  are  summarized  hereunder: 


Water  rates  and  charges 
Province  of  Alberta,  main  canal 

expenditures 
Sundry  debtors 
Lease  rentals 

Less:  Allowance  for  doubtful  accounts 


1978 

$169,280 

21,368 
48,051 

238,699 
4,764 

$233,935 


1977 

$147,489 

22,967 
12,873 
1,250 

184,579 
5,688 

$178,891 


Note  4  Inventories 

Inventories  consist  of: 


Materials  and  supplies,  at  cost 
Cattle,  at  values  established  by 

District  officials 
Farm  products  and  feed,  at  estimated 

realizable  value 


1978 

$  71,222 

21,220 

9,950 
$102,392 


1977 

$  85,597 

21,710 

9,333 
$116,640 


Note  5     Irrigation  Works  and  Commutation  Fund  Accounts  Receivable 
Accounts  receivable  consist  of  the  following: 

1.  The  outstanding  balance  of  the  water  right  charge  for  each  new  acre  to  be  irrigated, 
assessed  as  a  contribution  to  capital  assets  of  the  District. 

2.  The  balances  owing  on  special  construction  for  water  users  and  the  sale  of  land. 
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Note  6 


Investments 

Investments  of  the  District  are  summarized  as  follows: 


Marketable  securities: 
Government  of  Canada,  direct 

and  guaranteed 
Provincial  issues,  direct  and 

guaranteed 


Amortized 
Cost 


Market 
Value 


$  65,684 
268,264 


$  60,725 
222,270 


$333,948 


$282,995 


Note  7     Irrigation  Works 

Irrigation  works  have  been  valued  for  balance  sheet  purposes  at  $12,034,832  being  the 
original  cost  less  the  reserve  provided  by  the  retirement  of  short  term  debentures  and  the 
sinking  fund  available  as  at  June  1,  1945,  to  retire  the  outstanding  debenture  liability,  with 
subsequent  additions  and  betterments  to  the  system  recorded  at  cost. 
As  at  April  1, 1975  the  District  entered  into  an  agreement  with  the  Department  of  Environment 
whereby  the  irrigation  works  of  the  main  canal,  up  to  and  including  the  Keho  Reservoir 
headgates,  were  transferred  to  the  Department.  The  estimated  cost  of  these  works,  amount- 
ing to  $2,416,784  has  not  been  removed  from  irrigation  works  as  the  District  has  a  permanent 
right  to  the  works  in  order  to  meet  its  obligations. 

Note  8     Cost  Sharing  Construction  Costs  and  Holdbacks  Payable 

This  liability  represents  work  undertaken  pursuant  to  the  cost  sharing  agreements  with  the 
Province  of  Alberta.  See  also  Note  9. 

Note  9     Uncompleted  Contract  Commitments 

The  District  has  contingent  liabilities  in  an  estimated  amount  of  $136,264  in  respect  of 
uncompleted  work  under  contract  on  approved  cost  sharing  projects. 


Note  10    Irrigation  Rates 

Irrigation  rates,  net,  consist  of: 

91,098.715         acres  at  $7.00  per  acre  $637,691 

510.070         acres  subject  to  minimum  charge  per  parcel  6,300 

1,868.400         acres  under  commuted  rates  12,518 

15,572.600         acres  at  $7.00  per  acre,  terminable  109,008 

4,765.400         acres  at  $7.50  per  acre,  terminable  35,740 

113,815.185         acres  801,257 

Less:  Reclassification  credits  820 


$800,437 

Note  11    Contingent  Liabilities 

The  District  has  contingent  liabilities  in  respect  of  legal  actions  amounting  to  approximately 
$68,000. 

Note  12    Comparative  Figures 

The  1977  figures  have  been  restated  where  necessary  to  conform  to  the  1978  presentation. 

Note  13    Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  March  16,  1979. 
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Schedule  2 


LETHBRIDGE  NORTHERN  IRRIGATION  DISTRICT 

SCHEDULE  OF  ADMINISTRATION  AND  GENERAL  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

1978  1977 

Salaries  $  94,648  $  81,641 

Interest  and  bank  charges,  net                                                              28,440  31,660 

Board  of  Directors'  fees  and  expenses  10,577  9,086 
Workers'  Compensation  Board  assessment  and 

employee  benefits                                                                          9,261  6,841 

Depreciation  on  equipment                                                                   7,588  8,310 

Office  rent  and  maintenance                                                                  7,544  5,960 

Stationery,  printing  and  office  supplies                                                    4,249  3,240 

Data  processing                                                                                      3,845  6,100 

Association  fees                                                                                  2,272  2,243 

Audit  fee                                                                                           2,000  1,500 

Telephone                                                                                          1,878  1,412 

Travelling,  including  automobile  expenses                                                1,462  1,792 

Postage                                                                                             1,289  1,064 

Legal  fees  and  expenses                                                                       1,247  70 

Public  relations                                                                                   1,200  1,200 

Archives                                                                                            1,035  — 

Water  user  meetings                                                                              661  65 

Land  titles  fees                                                                                      493  377 

Equipment  maintenance                                                                          417  542 

Insurance                                                                                             446  307 

Provision  for  doubtful  accounts                                                                408  2,936 

Publications                                                                                          365  395 

Engineering                                                                                          303  410 

Advertising                                                                                           184  285 

Engineering  study                                                                               —  10,000 

Miscellaneous                                                                                       563  619 

$182,375  $178,055 
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MACLEOD  IRRIGATION  DISTRICT 
FINANCIAL  STATEMENT 
DECEMBER  31,  1978 


Auditor's  Report 

Statement  of  Receipts  and  Payments 


AUDITOR'S  REPORT 


To  the  Board  of  Directors  of  the 
Macleod  Irrigation  District 

I  have  examined  the  statement  of  receipts  and  payments  of  the  Macleod  Irrigation  District 
as  at  December  31 , 1978.  My  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards,  and  accordingly  included  such  tests  and  other  procedures  as  I  consi- 
dered necessary  in  the  circumstances. 

In  my  opinion,  this  financial  statement  presents  the  cash  on  hand  of  the  District  as  at 
December  31,  1978  and  the  receipts  collected  and  payments  made  for  the  year  then  ended 
on  a  basis  consistent  with  that  of  the  preceding  year. 


Edmonton,  Alberta 
May  7,  1979 


C.A. 

Auditor  General 
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MACLEOD  IRRIGATION  DISTRICT 

STATEMENT  OF  RECEIPTS  AND  PAYMENTS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

1978 

Cash  at  beginning  of  year  $  1,249 

Receipts: 

Bank  interest   80 

1,329 

Payments: 

C.P.R.  crossing  rental   5 

Cash  at  end  of  year  $  1,324 
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MAGRATH  IRRIGATION  DISTRICT 
FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Transactions  — 
Irrigation  Works  Fund 

Statement  of  Capital  Surplus 

Statement  of  Revenue,  Expenditure  and 
Revenue  Surplus 

Statement  of  Changes  in  Financial  Position 

Notes  to  the  Financial  Statements 

Schedule  of  Maintenance  and  Operation  Expense 

Schedule  of  Administration  and  General  Expense 


To  the  Board  of  Directors  of  the 
Magrath  Irrigation  District 

I  have  examined  the  balance  sheet  of  the  Magrath  Irrigation  District  as  at  December  31, 1978 
and  the  statements  of  transactions  —  irrigation  works  fund,  capital  surplus,  revenue, 
expenditure  and  revenue  surplus  and  changes  in  financial  position  for  the  year  then  ended. 
My  examination  was  made  in  accordance  with  generally  accepted  auditing  standards,  and 
accordingly  included  such  tests  and  other  procedures  as  I  considered  necessary  in  the 
circumstances. 

In  my  opinion  these  financial  statements  present  fairly  the  financial  position  of  the  District 
as  at  December  31,  1978  and  the  results  of  its  operations  and  changes  in  its  financial 
position  for  the  year  then  ended  in  accordance  with  the  disclosed  basis  of  accounting 
described  in  Note  2  to  the  financial  statements  applied  on  a  basis  consistent  with  that  of  the 
preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
March  1,  1979 


C.A. 

Auditor  General 
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MAGRATH  IRRIGATION  DISTRICT 

BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


Statement  A 


ASSETS 


Current: 
Cash 

Short  term  deposits 

Accounts  receivable  (Notes  3  and  4) 

Materials  and  supplies,  at  cost 

Prepaid  expenses 

Accrued  interest 


Irrigation  works  funds: 
Cash 

Short-term  deposits 
Accounts  receivable  (Note  5) 
Accrued  interest 


Other  assets: 
Long-term  deposits 

Capital: 
Irrigation  works  (Note  6) 

Equipment,  at  cost  less  accumulated  depreciation 


1978 

$  14,792 
15,000 
11,768 
2,216 
295 
194 

44,265 


33,533 
168,000 
4,680 
3,760 

209,973 


337,794 
14,293 

352,087 


1977 


$  5,075 

7,954 
2,226 
271 
194 

15,720 


79,740 
78,000 

1,744 
159,484 


15,000 


272,358 
10,602 

282,960 


$606,325 


$473,164 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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MAGRATH  IRRIGATION  DISTRICT 


Statement  A  (continued) 


BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


LIABILITIES 


Current: 
Accounts  payable 
Deferred  revenue 


Irrigation  works  funds: 
Bank  overdraft 

Irrigation  works  fund,  Statement  B 


Surplus: 
Capital  surplus,  Statement  C 
Revenue  surplus,  Statement  D 


1978 

$  1,982 
168 

2,150 


29,712 
182,946 

212,658 


337,794 
53,723 

391,517 


1977 

$  2,787 
 71 

2,858 


147,651 
147,651 


272,358 
50,297 

322,655 


$606,325 


$473,164 
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Statement  B 


MAGRATH  IRRIGATION  DISTRICT 


STATEMENT  OF  TRANSACTIONS  —  IRRIGATION  WORKS  FUND 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


1978 


1977 


Balance  at  beginning  of  year 
Add: 

Contributions  received  from  the 
Province  of  Alberta: 
Heritage  Savings  Trust  Fund 
Department  of  Agriculture 

Provision  for  irrigation  works 

Contributions  for  new  parcels 

Interest  earnings 

Transfer  from  District  to  Province 
of  Alberta  cost  sharing 


Deduct:  Additions  to  irrigation 
works 


District 


10,813 
10,300 


(10,813) 
10,300 
10,300 


Province 
of  Alberta 
Cost  Sharing 

$147,651 


49,213 
17,206 


13,199 

10,813 
90,431 
238,082 

65,436 


Total 

$147,651 


49,213 
17,206 
10,813 
10,300 
13,199 


100,731 
248,382 


65,436 


Total 

$  73,889 


49,768 
17,664 
10,977 

7,186 


85,595 
159,484 


11,833 


Balance  at  end  of  year 


$  10,300 


$172,646 


$182,946 


$147,651 


MAGRATH  IRRIGATION  DISTRICT 

STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Statement  C 


Balance  at  beginning  of  year 
Add:  Additions  to  irrigation  works, 
Statement  B 


1978 

$272,358 

65,436 


1977 

$260,525 

11,833 


Balance  at  end  of  year 


$337,794 


$272,358 
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Statement  D 


MAGRATH  IRRIGATION  DISTRICT 


STATEMENT  OF  REVENUE,  EXPENDITURE  AND  REVENUE  SURPLUS 


FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


REVENUE 


Water  earnings: 
Irrigation  rates  (Note  7) 
Penalties 

Sale  of  excess  water 
Less:  Discounts 


Gain  on  sale  of  equipment 
Interest  earnings 
Miscellaneous 


1978 


$  42,948 
354 

43,302 
1,396 

41,906 
1,508 
1,187 
15 

44,616 


1977 


$  35,551 
237 
884 

36,672 
1,272 

35,400 

1,428 
220 

37,048 


EXPENDITURE 


Maintenance  and  operation  expense,  Schedule  1 

Provision  for  irrigation  works 

Administration  and  general  expense,  Schedule  2 


Surplus  (deficit)  for  the  year 

Add:  Revenue  surplus  at  beginning  of  year  (Note  3) 


24,537 
10,813 
5,840 

41,190 

3,426 
50,297 


21,658 
10,977 
5,254 

37,889 

(841) 
51,138 


Revenue  surplus  at  end  of  year 


$  53,723 


$  50,297 


Statement  E 

MAGRATH  IRRIGATION  DISTRICT 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Funds  were  provided  from: 
Additions  to  irrigation  works  fund, 

Statement  B 
Long-term  deposit 
Surplus  for  the  year 
Depreciation 

Proceeds  from  disposal  of  equipment 


Funds  were  applied  to: 
Irrigation  works 
Irrigation  works  fund  assets 
Purchase  of  equipment 


Increase  in  working  capital 


$  65,436 
20,777 
7,728 


$100,731 
15,000 
3,426 
2,987 
 1^050 

123,194 


93,941 


$  29,253 
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MAGRATH  IRRIGATION  DISTRICT 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 


Note  1 


Note  2 


Note  3 


Note  4 


Authority 

The  Magrath  Irrigation  District  operates  underthe  authority  of  The  Irrigation  Act,  Chapter  192, 
Revised  Statutes  of  Alberta  1970. 

Significant  Accounting  Policies  and  Reporting  Practices 
General: 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  recorded  on  irrigation  works.  The 
practice  of  not  recording  depreciation  on  irrigation  works  is  an  established  accounting  princi- 
ple of  irrigation  districts. 

Irrigation  Works: 

Costs  incurred  in  constructing  new  irrigation  works  and  in  replacing  and  rehabilitating  ex- 
isting works  are  provided  for  from  the  irrigation  works  fund.  See  Statement  B. 

Depreciation: 

Equipment  is  depreciated  on  fixed  rates  applied  to  diminishing  balances.  A  summary  of  the 
rates  is  as  follows:  trucks  20%,  power  equipment  15%,  other  equipment  10%. 

Prior  Year's  Adjustment 

A  weed  control  grant  for  1976,  received  in  1978,  was  $1,581  in  excess  of  the  amount  recorded 
as  receivable  by  the  District.  As  a  result,  revenue  surplus  at  the  beginning  of  1977,  shown  asa 
comparative  figure,  has  been  restated  from  the  previous  amount  of  $49,557  to  reflect  the 
receipt  of  this  amount.  The  accounts  receivable  comparative  figure  was  also  revised  to  reflect 
this  adjustment. 

Accounts  Receivable 

Accounts  receivable  are  summarized  as  follows: 


Water  rates  and  charges 
Sundry  debtors 


1978 

$  10,368 
1,400 

$  11,768 


1977 


5,604 
2,350 


$  7,954 


Note  5 


Note  6 


Note  7 


Irrigation  Works  Funds  Accounts  Receivable 

Accounts  receivable  consist  of  the  outstanding  balance  of  the  water  right  charge  for  each  new 
acre  to  be  irrigated,  assessed  as  a  contribution  to  capital  assets  of  the  District. 

Irrigation  Works 

Irrigation  works  have  been  valued  for  balance  sheet  purposes  at  $337,794  being  the  recorded 
value  of  the  system  at  December  31,  1976  with  subsequent  additions  and  betterments  to  the 
system  recorded  at  cost. 


Irrigation  Rates 

Irrigation  rates  consist  of: 

10737.1  acres  at  $4.00  per  acre 


$  42,948 


Note  8     Statement  of  Changes  in  Financial  Position 

The  statement  of  changes  in  financial  position  does  not  contain  comparative  figures  due  to 
the  significant  changes  in  financial  statement  presentation  commencing  with  the  accountsto 
December  31,  1977. 
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Schedule  1 

MAGRATH  IRRIGATION  DISTRICT 

SCHEDULE  OF  MAINTENANCE  AND  OPERATION  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


1978  1977 


Wages 

$  8,749 

$  12,743 

Equipment  rental 

5,494 

6,617 

Equipment  maintenance  and  repair 

4,385 

2,91 1 

Depreciation  on  equipment 

2,964 

1,943 

Materials  and  supplies 

2,134 

935 

Trucks 

1,236 

2,799 

Easement  rental 

958 

899 

Insurance 

758 

662 

Workers'  Compensation  and  employee  benefits 

624 

736 

Weed  control 

427 

186 

Miscellaneous 

193 

46 

Rental  of  equipment 

(3,385) 

(8,819 

$  24,537 

$  21,658 

Schedule  2 

MAGRATH  IRRIGATION  DISTRICT 

SCHEDULE  OF  ADMINISTRATION  AND  GENERAL  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


1978  1977 


Wages  $2,310  $1,980 

Board  of  Directors'  fees  and  expenses  2,270  2,422 

Stationery  408  73 

Audit  fee  400  400 

Association  fees  189  181 

Postage  73  66 

Employee  benefits  56  64 

Advertising  49  18 

Miscellaneous  85   50 

$5,840  $5,254 
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MOUNTAIN  VIEW  IRRIGATION  DISTRICT 


FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Transactions  — 

Province  of  Alberta  Cost  Sharing  Fund 

Statement  of  Capital  Surplus 

Statement  of  Revenue,  Expenditure  and  Revenue  Surplus 
Notes  to  the  Financial  Statements 
Schedule  of  Maintenance  and  Operation  Expense 
Schedule  of  Administration  and  General  Expense 


To  the  Board  of  Directors  of 

the  Mountain  View  Irrigation  District 

I  have  examined  the  balance  sheet  of  the  Mountain  View  Irrigation  District  as  at  December 
31, 1978  and  the  statements  of  transactions  —  Province  of  Alberta  cost  sharing  fund,  capital 
surplus  and  revenue,  expenditure  and  revenue  surplus  for  the  year  then  ended.  My  exami- 
nation was  made  in  accordance  with  generally  accepted  auditing  standards,  and  according- 
ly included  such  tests  and  other  procedures  as  I  considered  necessary  in  thecircumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the  District 
as  at  December  31,  1978  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
April  24,  1979 


C.A. 

Auditor  General 
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MOUNTAIN  VIEW  IRRIGATION  DISTRICT 


Statement  A 


BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 

ASSETS 


Current: 
Cash 

Accounts  receivable  (Note  4) 

Inventory 

Accrued  interest 

Province  of  Alberta  cost  sharing  fund: 
Cash 

Accrued  interest 


Capital: 
Irrigation  works  (Note  5) 


$  5,976 
1,041 
261 

 35 

7,313 


$  3,756 
96 


3,852 

128,027 
$139,192 


LIABILITIES 


Current: 

Accounts  payable 
Province  of  Alberta  cost  sharing  fund, 
Statement  B 


$  200 
3,852 


Surplus: 
Capital  surplus,  Statement  C 
Revenue  surplus,  Statement  D 


$128,027 
7,113 


135,140 


$139,192 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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Statement  B 


MOUNTAIN  VIEW  IRRIGATION  DISTRICT 


STATEMENT  OF  TRANSACTIONS  —  PROVINCE  OF  ALBERTA  COST  SHARING  FUND 

FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Balance  at  beginning  of  year  (Note  3) 
Add: 

Contributions  received  from  the  Province 
of  Alberta: 

Heritage  Savings  Trust  Fund 

Department  of  Agriculture 
Provision  for  irrigation  works 
Interest  earnings 


Deduct: 
Additions  to  irrigation  works 


$  (246) 


$  14,686 
5,135 
3,227 
252 


23,300 
23,054 


19,202 


Balance  at  end  of  year 


$  3,852 


Statement  C 

MOUNTAIN  VIEW  IRRIGATION  DISTRICT 

STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

Balance  at  beginning  of  year  (Note  3)  $108,825 

Add:  Additions  to  irrigation  works  19,202 

Balance  at  end  of  year  $128,027 
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Statement  D 


MOUNTAIN  VIEW  IRRIGATION  DISTRICT 


STATEMENT  OF  REVENUE,  EXPENDITURE  AND  REVENUE  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


REVENUE 


Water  earnings: 
Irrigation  rates  (Note  6) 
Penalties 


Interest  earnings 


$  6,504 
119 

6,623 
 80 

6,703 


EXPENDITURE 


Provision  for  irrigation  works 

Maintenance  and  operation  expense,  Schedule  1 

Administration  and  general  expense,  Schedule  2 


Surplus  for  the  year 

Revenue  surplus  at  beginning  of  year  (Note  3) 


3,227 
1,151 
1,348 


5,726 


977 
6,136 


Revenue  surplus  at  end  of  year 


$  7,113 
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MOUNTAIN  VIEW  IRRIGATION  DISTRICT 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 

Note  1  Authority 

The  Mountain  View  Irrigation  District  operates  under  the  authority  of  The  Irrigation  Act, 
Chapter  192,  Revised  Statutes  of  Alberta  1970. 

Note  2     Significant  Accounting  Policies  and  Reporting  Practices 
General: 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  recorded  on  irrigation  works.  The 
practice  of  not  recording  depreciation  on  irrigation  works  is  an  established  accounting  princi- 
ple of  irrigation  districts. 

Irrigation  Works: 

Costs  incurred  in  constructing  new  irrigation  works  and  in  replacing  and  rehabilitating  ex- 
isting works  are  provided  forfrom  the  Province  of  Alberta  cost  sharing  fund.  See  Statement  B. 


Note  3     Adjustments  to  Opening  Balances 

The  financial  statements  to  December  31, 1977  were  reported  on  by  other  auditors.  The 
following  is  a  summary  of  adjustments  made  to  certain  amounts  reported  as  at  December31, 
1977  to  arrive  at  opening  balances  shown  in  these  financial  statements: 

Province  of  Alberta  Cost  Sharing  Fund: 

Cost  sharing  surplus  reported  December  31,  1977  $  87,734 

Deduct:  Fixed  assets  reported  December  31,  1977: 

Cost  sharing  expenditures  $  75,268 
Secondary  works  expenditures  12,929 


Add:  Accrued  interest  unrecorded  as  at 
December  31,  1977 

Adjusted  balance  as  at  December  31,  1977 

Capital  Surplus: 
Balance  reported  as  contributed  surplus 

December  31,  1977 
Add:  Irrigation  works  provided  from: 
Cost  sharing  expenditures 
Secondary  works  expenditures 
District  funds 


Adjusted  balance  as  at  December  31,  1977 

Revenue  Surplus: 
Balance  reported  December  31,  1977 
Deduct:  Irrigation  works  provided  from 

District  funds 
Adjusted  balance  as  at  December  31,  1977 


$  75,268 
12,929 
2,161 


88,197 
(463) 


217 


$  (246) 


$  18,467 


90,358 
$108,825 

$  8,297 

2,161 
$  6,136 


Note  4     Accounts  Receivable 

Accounts  receivable  consist  of  water  rates  and  charges. 
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Note  5     Irrigation  Works 

Irrigation  works  have  been  valued  for  balance  sheet  purposes  at  $1 28,027  being  the  recorded 
cost  of  the  system  as  at  December  31,  1977  with  subsequent  additions  and  betterments 
recorded  at  cost. 

Note  6     Irrigation  Rates 

Irrigation  rates  consist  of: 

3,716.8  acres  at  $1.75  per  acre  $  6,504 

Note  7     Comparative  Figures 

Due  to  changes  in  financial  statement  presentation  comparative  figures  have  not  been 
presented. 

Note  8     Statement  of  Changes  in  Financial  Position 

A  statement  of  changes  in  financial  position  has  not  been  presented  due  to  the  numerous 
adjustments  required  to  opening  balances. 

Note  9     Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  April  24,  1979. 
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Schedule  1 

MOUNTAIN  VIEW  IRRIGATION  DISTRICT 

SCHEDULE  OF  MAINTENANCE  AND  OPERATION  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

Wages  $1,011 
Equipment  rental  140 

$1,151 


Schedule  2 

MOUNTAIN  VIEW  IRRIGATION  DISTRICT 

SCHEDULE  OF  ADMINISTRATION  AND  GENERAL  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Board  of  Directors'  fees  and  expenses  $  720 

Audit  fee  210 

Trustee  fee  180 

Office  expenses  105 

Association  fees  74 

Miscellaneous  59 


$1,348 
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RAYMOND  IRRIGATION  DISTRICT 


FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Transactions  — 
Irrigation  Works  Fund 

Statement  of  Transactions  — 
Stirling  Drain  Fund 

Statement  of  Capital  Surplus 

Statement  of  Revenue,  Expenditure  and 
Revenue  Surplus 

Notes  to  the  Financial  Statements 

Schedule  of  Maintenance  and  Operation  Expense 

Schedule  of  Administration  and  General  Expense 


To  the  Board  of  Directors  of 

the  Raymond  Irrigation  District 

I  have  examined  the  balance  sheet  of  the  Raymond  Irrigation  District  as  at  December  31, 
1978  and  the  statements  of  transactions  —  irrigation  works  fund,  transactions  —  Stirling 
Drain  fund,  capital  surplus  and  revenue,  expenditure  and  revenue  surplus  for  the  yearthen 
ended.  My  examination  was  made  in  accordance  with  generally  accepted  auditing  stan- 
dards, and  accordingly  included  such  tests  and  other  procedures  as  I  considered  necessary 
in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the  District 
as  at  December  31,  1978  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
April  10,  1979 


C.A. 

Auditor  General 
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RAYMOND  IRRIGATION  DISTRICT 


Statement  A 


BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 

ASSETS 


Current: 
Cash 

Accounts  receivable  (Note  4) 

Inventory 

Accrued  interest 

Irrigation  works  and  Stirling  Drain  funds: 
Accounts  receivable  (Note  5) 
Term  deposits 
Accrued  interest 

Other  assets: 

Investment,  at  cost  (approximate  market  value 
$8,140)  (Note  6) 
Capital: 

Irrigation  works  (Note  7) 

Equipment,  at  cost  less  accumulated  depreciation 

Trust: 
Cash 

Short-term  deposit 
Accrued  interest 


41,593 
775,000 
11,765 


508,459 
16,578 


1,703 
11,000 
124 


87,516 
48,358 
8,439 
150 


144,463 


828,358 


10,000 


525,037 


12,827 


$  1,520,685 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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RAYMOND  IRRIGATION  DISTRICT 


Statement  A  (continued) 


BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 

LIABILITIES 


Current: 
Bank  overdraft 
Accounts  payable: 

Cost  sharing  construction  costs  (Note  8) 

Sundry  creditors 
Notes  payable  (Note  9) 

Irrigation  works  and  Stirling  Drain  funds: 
Bank  overdraft 

Irrigation  works  fund,  Statement  B 
Stirling  Drain  fund,  Statement  C 

Surplus: 
Capital  surplus,  Statement  D 
Revenue  surplus,  Statement  E 


21,507 
792,326 
4,984 


508,459 
48,676 


$  45,288 

13,303 
3,315 
70,000 

131,906 


818,817 


557,135 

Trust: 

Verdigris  Coulee  (Note  10)  12,827 

$  1,520,685 
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Statement  B 


RAYMOND  IRRIGATION  DISTRICT 


STATEMENT  OF  TRANSACTIONS  —  IRRIGATION  WORKS  FUND 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

Province  of 

Alberta 
Cost  Sharing 


Balance  at  beginning  of  year  (Note  3) 


District 

$  73,139 


$649,012 


Total 

$  722,151 


Add: 


Contributions  received  from  the  Province 
of  Alberta: 
Heritage  Savings  Trust  Fund 
Department  of  Agriculture 
Provision  for  irrigation  works 
Interest  earnings 
Contributions  for  new  parcels 
Transfer  from  District  to  Province  of 
Alberta  cost  sharing 


Deduct: 
Additions  to  irrigation  works 
Consulting  fees  and  other  expenses,  new 
projects  (Note  1 1 ) 


Balance  at  end  of  year 


38,872 
207 
4,275 

(38,872) 
4,482 
77,621 


19,260 
19,260 
$  58,361 


176,929 
61,859 

51,575 


38,872 
329,235 
978,247 


244,282 


244,282 
$733,965 


176,929 
61,859 
38,872 
51,782 
4,275 


333,717 
1,055,868 

244,282 

19,260 
263,542 
$  792,326 


RAYMOND  IRRIGATION  DISTRICT 

STATEMENT  OF  TRANSACTIONS  —  STIRLING  DRAIN  FUND 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Statement  C 


Balance  at  beginning  of  year  (Note  3) 
Add:  Interest  earnings 

Deduct:  Maintenance  expenditures 
Balance  at  end  of  year 


$  6,846 
394 

7,240 
2,256 

$  4,984 
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RAYMOND  IRRIGATION  DISTRICT 


Statement  D 


STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

Balance  at  beginning  of  year  (Note  3)  $264,177 
Add:  Additions  to  irrigation  works  244,282 


Balance  at  end  of  year  $508,459 

RAYMOND  IRRIGATION  DISTRICT 


Statement  E 


STATEMENT  OF  REVENUE,  EXPENDITURE  AND  REVENUE  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

REVENUE 

Water  earnings: 

Irrigation  rates,  net  (Note  12)  $156,830 

Water  supply  rentals  9,353 

Sale  of  domestic  water  150 

Penalties  2,270 

168,603 

Interest  earnings   583 

169,186 


EXPENDITURE 


Maintenance  and  operation  expense,  Schedule  1 
Provision  for  irrigation  works 
Administration  and  general  expense,  Schedule  2 
Main  canal  carrier  charge 


Surplus  for  the  year 

Add:  Revenue  surplus  at  beginning  of  year  (Note  3) 


$77,242 
38,872 
23,209 
21,173 


160,496 

8,690 
39,986 


Revenue  surplus  at  end  of  year 


$  48,676 
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RAYMOND  IRRIGATION  DISTRICT 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 

Note  1  Authority 

The  Raymond  Irrigation  District  operates  under  the  authority  of  The  Irrigation  Act,  Chapter 
192,  Revised  Statutes  of  Alberta  1970. 

Note  2     Significant  Accounting  Policies  and  Reporting  Practices 
General: 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  recorded  on  irrigation  works.  The 
practice  of  not  recording  depreciation  on  irrigation  works  is  an  established  accounting  princi- 
ple of  irrigation  districts. 

Irrigation  Works: 

Costs  incurred  in  constructing  new  irrigation  works  and  in  replacing  and  rehabilitating  ex- 
isting works  are  provided  for  from  the  irrigation  works  fund.  See  Statement  B. 

Depreciation: 

Equipment  is  depreciated  on  a  straight  line  basis  at  the  rate  of  10%  per  annum. 

Note  3     Adjustments  to  Opening  Balances 

The  financial  statements  to  December  31,  1977  were  reported  on  by  other  auditors.  The 
following  is  a  summary  of  adjustments  made  to  certain  amounts  reported  as  at  December31, 
1977  to  arrive  at  opening  balances  shown  in  these  financial  statements: 

Irrigation  Works  Fund  —  District: 

Balance  reported  December  31,  1977  $  76,909 

Deduct:  Capital  expenditures  not  charged  to  the  fund 
but  shown  as  current  assets  accounts 

receivable  as  at  December  31,  1977  3,770 


Adjusted  balance  as  at  December  31,  1977 

Irrigation  Works  Fund  —  Province  of  Alberta  Cost  Sharing: 
Balances  reported  December  31,  1977: 
Cost  sharing 
Secondary  works 


Add:  Accrued  interest  unrecorded  as 
at  December  31,  1977 

Deduct:  Capital  expenditures  not  charged  to 
the  fund  but  shown  as  current 
assets  accounts  receivable  as 
at  December  31,  1977 

Accounts  payable  unrecorded  as  at 

December  31,  1977 


Adjusted  balance  as  at  December  31,  1977 

Stirling  Drain  Fund: 
Balance  reported  December  31,  1977 
Add:  Accrued  interest  unrecorded  as 
at  December  31,  1977 


$16,851 
6,658 


$  73,139 

$634,568 
29,564 

664,132 

8,389 
672,521 


23,509 
$649,012 

$  6,794 
52 


Adjusted  balance  as  at  December  31,  1977 


$  6,846 
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Capital  Surplus: 

Balance  reported  December  31,  1977  $258,544 
Add:  Cost  sharing  fund  accounts  payable 

unrecorded  as  at  December  31,  1977  6,658 

265,202 

Deduct:  Unused  material  recorded  as  cost  of 
additions  to  irrigation  works 

in  1977  1,025 

Adjusted  balance  as  at  December  31,  1977  $264,177 
Revenue  Surplus: 

Balance  reported  December  31,  1977  $39,636 
Add:  Deposit  account  with  Land  Titles  Office 

previously  charged  to  expense  200 
Accrued  interest  unrecorded  as  at 

December  31,  1977  150 

Adjusted  balance  as  at  December  31,  1977  $39,986 

Note  4     Accounts  Receivable 

Accounts  receivable  are  summarized  hereunder: 

Water  rates  and  charges  $44,889 

Sundry  debtors  3,469 

$48,358 


Note  5     Irrigation  Works  and  Stirling  Drain  Funds  Accounts  Receivable 

Accounts  receivable  consist  of  the  outstanding  balance  of  the  water  right  charge  for  each  new 
acre  to  be  irrigated,  assessed  as  a  contribution  to  capital  assets  of  the  District. 

Note  6  Investment 

This  investment  of  the  District  consists  of  a  Government  of  Canada  issue  and  has  been 
hypothecated  as  security  for  notes  payable.  See  also  Note  9. 

Note  7     Irrigation  Works 

Irrigation  works  have  been  valued  for  balance  sheet  purposes  at  $508,459  being  the  recorded 
cost  of  the  system  as  at  December  31,  1977  with  subsequent  additions  and  betterments 
recorded  at  cost. 

Note  8     Cost  Sharing  Construction  Costs 

This  liability  represents  work  undertaken  pursuant  to  the  cost  sharing  agreements  with  the 
Province  of  Alberta. 

Note  9     Notes  Payable 

Notes  payable  are  partially  secured  by  the  hypothecation  of  the  investment.  See  also  Note  6. 

Note  10    Verdigris  Coulee  Trust 

Verdigris  Coulee  trust  consists  of  monies  deposited  with  the  District  on  behalf  of  potential 
water  users  in  the  Coulee  as  a  payment  towards  water  right  charges. 

Note  11    Consulting  Fees  and  Other  Expenses,  New  Projects 

These  costs  represent  preliminary  expenditures  for  projects  which  are  intended  to  be  under- 
taken pursuant  to  the  cost  sharing  agreements  with  the  Province  of  Alberta.  When  projects  are 
approved  and  construction  commences,  these  costs  will  be  charged  to  cost  sharing  funds. 
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Note  12    Irrigation  Rates 

Irrigation  rates,  net,  consist  of: 

31,060  acres  at  $5.00  per  acre  $155,300 
510  acres  at  $5.00  per  acre,  terminable  2,550 

31,570  acres  157,850 

Less:  Adjustments  to  prior  years'  charges  1,020 

$156,830 

Note  13    Comparative  Figures 

Due  to  changes  in  financial  statement  presentation  comparative  figures  have  not  been 
presented. 

Note  14    Statement  of  Changes  in  Financial  Position 

A  statement  of  changes  in  financial  position  has  not  been  presented  due  to  the  numerous 
adjustments  required  to  opening  balances. 

Note  15    Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  April  10,  1979. 
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Schedule  1 

RAYMOND  IRRIGATION  DISTRICT 

SCHEDULE  OF  MAINTENANCE  AND  OPERATION  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Water  master  service  charges  $  31,060 

Salaries  and  wages  23,252 

Equipment  rental  9,383 

Weed  control  6,611 

Truck  allowance  4,505 

Equipment  maintenance  4,025 

Depreciation  on  equipment  3,256 

Materials  and  supplies  2,300 

Telephone  782 

Insurance  301 

Rental  of  equipment  (6,411) 

Overhead  charged  to  capital  construction  (1,822) 


$  77,242 


Schedule  2 

RAYMOND  IRRIGATION  DISTRICT 

SCHEDULE  OF  ADMINISTRATION  AND  GENERAL  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

Salaries 

Interest  and  bank  charges,  net 
Board  of  Directors'  fees  and  expenses 
Stationery,  printing  and  office  supplies 
Association  fees 
Audit  fee 
Miscellaneous 

$  23,209 


$  11,714 
6,767 
2,691 
895 
632 
400 
110 
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ROSS  CREEK  IRRIGATION  DISTRICT 


FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Transactions  — 

Province  of  Alberta  Cost  Sharing  Fund 

Statement  of  Capital  Surplus 

Statement  of  Revenue,  Expenditure  and 
Revenue  Surplus 

Notes  to  the  Financial  Statements 

Schedule  of  Maintenance  and  Operation  Expense 

Schedule  of  Administration  and  General  Expense 


To  the  Board  of  Directors  of 

the  Ross  Creek  Irrigation  District 

I  have  examined  the  balance  sheet  of  the  Ross  Creek  Irrigation  District  as  at  December31, 
1978  and  the  statements  of  transactions  —  Province  of  Alberta  cost  sharing  fund,  capital 
surplus  and  revenue,  expenditure  and  revenue  surplus  for  the  year  then  ended.  My  exami- 
nation was  made  in  accordance  with  generally  accepted  auditing  standards,  and  according- 
ly included  such  tests  and  other  procedures  as  I  considered  necessary  in  thecircumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the  District 
as  at  December  31,  1978  and  the  results  of  its  operations  for  the  year  then  ended  in 
accordance  with  the  disclosed  basis  of  accounting  described  in  Note  2  to  the  financial 
statements. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
April  18,  1979 


C.A. 

Auditor  General 
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ROSS  CREEK  IRRIGATION  DISTRICT 

BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


Statement  A 


ASSETS 


Current: 
Cash 

Accounts  receivable  (Note  4) 

Province  of  Alberta  cost  sharing  fund: 
Cash 

Accrued  interest 

Capital: 
Irrigation  works  (Note  5) 


$  25,247 
401 


$  3,414 
800 

4,214 


25,648 

59,213 
$  89,075 


Province  of  Alberta  cost  sharing  fund, 
Statement  B 

Surplus: 
Capital  surplus,  Statement  C 
Revenue  surplus,  Statement  D 


The  accompanying  notes  are  part 
of  these  financial  statements. 


LIABILITIES 


$  59,213 
4,214 


ROSS  CREEK  IRRIGATION  DISTRICT 


$  25,648 


63,427 
$  89,075 


Statement  B 


STATEMENT  OF  TRANSACTIONS  —  PROVINCE  OF  ALBERTA  COST  SHARING  FUND 

FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Balance  at  beginning  of  year  (Note  3) 
Add: 

Contributions  received  from  the  Province 
of  Alberta: 

Heritage  Savings  Trust  Fund 

Department  of  Agriculture 
Interest  earnings 
Provision  for  irrigation  works 


Deduct:  Additions  to  irrigation  works 
Balance  at  end  of  year 


$  33,132 


$  5,856 
2,047 
2,223 
1,286 


11,412 

44,544 
18,896 

$  25,648 
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ROSS  CREEK  IRRIGATION  DISTRICT 


Statement  C 


STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,1978 

Balance  at  beginning  of  year  (Note  3)  $  40,317 

Add:  Additions  to  irrigation  works  18,896 

Balance  at  end  of  year  $  59,213 


Statement  D 

ROSS  CREEK  IRRIGATION  DISTRICT 

STATEMENT  OF  REVENUE,  EXPENDITURE  AND  REVENUE  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

REVENUE 

Water  earnings: 

Irrigation  rates  (Note  6)  $  3,178 

Miscellaneous  water  sales   800 

3,978 

Sale  of  used  material   297 

4,275 


EXPENDITURE 


Provision  for  irrigation  works 

Maintenance  and  operation  expense,  Schedule  1 

Administration  and  general  expense,  Schedule  2 


$  1,286 
568 
503 


2,357 


Surplus  for  the  year 

Add:  Revenue  surplus  at  beginning  of  year  (Note  3) 


1,918 
2,296 


Revenue  surplus  at  end  of  year 


$  4,214 
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ROSS  CREEK  IRRIGATION  DISTRICT 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 

Note  1  Authority 

The  Ross  Creek  Irrigation  District  operates  under  the  authority  of  The  Irrigation  Act,  Chapter 
192,  Revised  Statutes  of  Alberta  1970. 

Note  2     Significant  Accounting  Policies  and  Reporting  Practices 
General: 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  recorded  on  irrigation  works.  The 
practice  of  not  recording  depreciation  on  irrigation  works  is  an  established  accounting  princi- 
ple of  irrigation  districts. 

Irrigation  Works: 

Costs  incurred  in  constructing  new  irrigation  works  and  in  replacing  and  rehabilitating  ex- 
isting works  are  provided  for  from  the  Province  of  Alberta  cost  sharing  fund.  See  Statement  B. 

Note  3     Adjustments  to  Opening  Balances 

The  financial  statements  to  December  31,  1977  were  reported  on  by  other  auditors.  The 
following  is  a  summary  of  adjustments  made  to  certain  amounts  reported  as  at  December31, 
1977  to  arrive  at  opening  balances  shown  in  these  financial  statements: 

Province  of  Alberta  Cost  Sharing  Fund: 

Bank  balance  reported  December  31,  1977  $  34,351 

Add:  Accrued  interest  unrecorded  as  at 

December  31,  1977  271 

34,622 

Deduct:  Prior  years'  interest  earnings 

transferred  to  revenue  surplus  1 ,490 

Adjusted  balance  as  at  December  31,  1977  $  33,132 

Capital  Surplus: 
Capital  expenditures  by  District 

per  1949  to  1977  records  $  30,752 

Cost  sharing  expenditures  to  December  31,  1977  9,565 

Adjusted  balance  as  at  December  31,  1977  $  40,317 

Revenue  Surplus: 

Bank  balance  reported  December  31,  1977  $  401 

Water  rates  receivable  reported  December  31,  1977  69 
Weed  grant  receivable  unrecorded  as  at 

December  31,  1977  336 
Prior  years'  interest  earnings  transferred  from 

Province  of  Alberta  cost  sharing  fund  1,490 

Adjusted  balance  as  at  December  31,  1977  $  2,296 


Note  4     Accounts  Receivable 

Accounts  receivable  consist  of  uncollected  miscellaneous  water  sales. 

Note  5     Irrigation  Works 

Irrigation  works  have  been  valued  for  balance  sheet  purposes  at  $59,213  being  the  recorded 
cost  of  the  system  as  at  December  31,  1977  with  subsequent  additions  and  betterments 
recorded  at  cost. 
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Note  6     Irrigation  Rates 

Irrigation  rates  consist  of: 

1,259.2  acres  at  $2.50  per  acre  $  3,148 

60.0  acres  at  $  .50  per  acre,  under  agreement  30 
456.7  acres  at  no  charge  (no  water  delivery)  — 

1,775.9  acres  $  3,178 

Note  7     Comparative  Figures 

Due  to  changes  in  financial  statement  presentation  comparative  figures  have  not  been 
presented. 

Note  8     Statement  of  Changes  in  Financial  Position 

A  statement  of  changes  in  financial  position  has  not  been  presented  due  to  the  numerous 
adjustments  required  to  opening  balances. 

Note  9     Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  April  18,  1979. 
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Q  f-*  h  o  H 1 1 1  a  1 

ROSS  CREEK  IRRIGATION  DISTRICT 

SCHEDULE  OF  MAINTENANCE  AND  OPERATION  EXPENSE 

FOR  THE  YEAR  ENDED  DECEMBER  31,1978 

Rental  of  equipment 

$  200 

Water  master  fees 

200 

Materials  and  supplies 

96 

Property  taxes,  easements  and  license  fee 

47 

Fence  repair 

25 

4>  ODo 

OLI I  tJU  U  Ic  £. 

ROSS  CREEK  IRRIGATION  DISTRICT 

SCHEDULE  OF  ADMINISTRATION  AND  GENERAL  EXPENSE 

FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

Secretarial  fee 

$  200 

Interest  and  bank  charges 

126 

Audit  fee 

95 

Association  fees 

34 

Telephone 

26 

Postage 

1  A 

Stationery  and  office  supplies 

8 

$  503 
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ST.  MARY  RIVER  IRRIGATION  DISTRICT 


FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Transactions  — 
Irrigation  Works  Fund 

Statement  of  Capital  Surplus 

Statement  of  Revenue  and  Expenditure 

Statement  of  Changes  in  Financial  Position 

Notes  to  the  Financial  Statements 

Schedule  of  Maintenance  and 
Operation  Expense  by  Units 

Schedule  of  Administration  and  General  Expense 

Schedule  of  Revenue,  Expenditure  and 
Revenue  Surplus  by  Units 


To  the  Board  of  Directors  of  the 
St.  Mary  River  Irrigation  District 

I  have  examined  the  balance  sheet  of  the  St.  Mary  River  Irrigation  District  as  at  December 
31,  1978  and  the  statements  of  transactions  —  irrigation  works  fund,  capital  surplus, 
revenue  and  expenditure  and  changes  in  financial  position  for  the  year  then  ended.  My 
examination  was  made  in  accordance  with  generally  accepted  auditing  standards,  and 
accordingly  included  such  tests  and  other  procedures  as  I  considered  necessary  in  the 
circumstances. 

In  my  opinion  these  financial  statements  present  fairly  the  financial  position  of  the  District 
as  at  December  31,  1978  and  the  results  of  its  operations  and  the  changes  in  its  financial 
position  for  the  year  then  ended  in  accordance  with  the  disclosed  basis  of  accounting 
described  in  Note  2  to  the  financial  statements  applied  on  a  basis  consistent  with  that  of  the 
preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
February  21,  1979 


C.A. 

Auditor  General 
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ST.  MARY  RIVER  IRRIGATION  DISTRICT 


Statement  A 


BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


ASSETS 


1978  1977 


Current: 

Cash  $    440,061  $  248,826 

Accounts  receivable  (Note  3)  551,128  477,680 

Materials  and  supplies,  at  cost  57,470  48,888 

Prepaid  expenses  5,384  590 

Accrued  interest  6,891  6,580 

1,060,934  782,564 


Irrigation  works  and  commutation  funds: 

Cash  326,730  472,066 

Short-term  deposits  2,808,333  1,509,375 

Accrued  interest  49,103  2,430 

Accounts  and  agreements  receivable  (Note  4)  368,558  311,001 
Investments,  at  amortized  cost 
(approximate  market  value: 

1978  $304,690;  1977  $323,300)  (Note  5)  381,615  381,402 

3,934,339  2,676,274 


Deferred  charges  4,277  6,672 
Capital: 

Irrigation  works  (Note  6)                                                              38,104,862  35,050,925 

Equipment  at  cost,  less  accumulated  depreciation                                460,769  364,521 

38,565,631  35,415,446 


$43,565,181  $38,880,956 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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Statement  A  (continued) 

ST.  MARY  RIVER  IRRIGATION  DISTRICT 


BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


LIABILITIES 


Current: 
Treasury  branch  overdraft 
Treasury  branch  loans,  guaranteed  by  the 

Province  of  Alberta 
Accounts  payable: 
Cost  sharing  construction  costs  and 

holdbacks  payable  (Note  7) 
Sundry  creditors 
Suspense 
Deferred  revenue 


Irrigation  works  and  commutation  funds: 
Irrigation  works  fund,  Statement  B 
Commutation  fund 


Surplus: 
Capital  surplus,  Statement  C 
Revenue  surplus,  Schedule  3 


1978 

$  104,647 
1,012,600 


245,296 
112,878 
2,000 
1,000 

1,478,421 


3,256,973 
175,502 

3,432,475 


38,104,862 
549,423 

38,654,285 


1977 

76,389 
1,045,128 


433,631 
31,553 
4,420 
15,167 

1,606,288 


2,367,917 
141,236 

2,509,153 


34,239,415 
526,100 

34,765,515 


$43,565,181 


$38,880,956 
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Statement  B 


ST.  MARY  RIVER  IRRIGATION  DISTRICT 


STATEMENT  OF  TRANSACTIONS  —  IRRIGATION  WORKS  FUND 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


1978 


Balance  at  beginning  of  year 
Add: 

Contributions  received  from 

the  Province  of  Alberta: 
Heritage  Savings  Trust  Fund 
Department  of  Agriculture 
Provision  for  irrigation  works 
Interest  earnings 
Contributions  for  new  parcels 

and  irrigation  works,  net 
Proceeds  from  sale  of 

irrigation  works 
Transfer  from  District  to 

Province  of  Alberta 

cost  sharing 


Deduct: 
Additions  to  irrigation  works 
Consulting  fees,  net 
Damage  claim  settlement  and 

legal  fees 
Main  canal  washout  costs 


District 


Province  of 

Alberta 
Cost  Sharing 


Total 


517,732 
37,880 

171,127 

86,323 

(637,288) 
175,774 
691,748 

179,877 
44,712 

1,140 
225,729 


3,282,571 
632,197 

185,801 

3,000 


637,288 


4,740,857 
6,592,800 


3,801,846 


3,282,571 
632,197 
517,732 
223,681 

174,127 

86,323 


4,916,631 
7,284,548 


3,981,723 
44,712 


1,140 


1977 


Total 


$     515,974      $  1,851,943      $  2,367,917      $  792,615 


3,141,302 
590,101 
568,207 
147,993 

196,090 

79,321 


4,723,014 
5,515,629 


3,167,204 
(22,492) 


1,000 
2,000 


3,801,846 


4,027,575 


3,147,712 


Balance  at  end  of  year 


$     466,019      $  2,790,954      $  3,256,973      $  2,367,917 
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ST.  MARY  RIVER  IRRIGATION  DISTRICT 

STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Statement  C 


Balance  at  beginning  of  year 
Add:  Additions  to  irrigation  works 

Deduct:  Irrigation  works  written  off 
Balance  at  end  of  year 


1978 

$34,239,415 
3,981,723 

38,221,138 
116,276 

$38,104,862 


1977 

$31,085,587 
3,167,204 

34,252,791 
13,376 

$34,239,415 


ST.  MARY  RIVER  IRRIGATION  DISTRICT 

STATEMENT  OF  REVENUE  AND  EXPENDITURE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Statement  D 


Water  earnings: 

Irrigation  rates,  net  (Note  9) 

Water  supply  rentals 

Sale  of  excess  and  domestic  water 


Penalties 


Lease  revenue 
Miscellaneous 


REVENUE 


1978 


$  1,748,008 
98,576 
30,519 

1,877,103 
33,248 

1,910,351 
12,372 
9,298 

1,932,021 


1977 


$  1,648,363 
93,151 
61,059 

1,802,573 
25,221 

1,827,794 
8,801 
1,669 

1,838,264 


EXPENDITURE 


Maintenance  and  operation  expense, 

Schedule  1 
Provision  for  irrigation  works 
Administration  and  general  expense, 

Schedule  2 


1,060,503 
517,732 

338,649 
1,916,884 


1,001,985 
568,207 

311,945 
1,882,137 


Surplus  (deficit)  for  the  year 


$  15,137 


$  (43,873) 
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Statement  E 

ST.  MARY  RIVER  IRRIGATION  DISTRICT 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

1978  1977 


Funds  were  provided  from: 
Additions  to  irrigation  works  fund, 


Statement  B 

$  4,916,631 

$  4,723,014 

Depreciation  and  amortization 

89,926 

72,440 

Proceeds  from  commutation  of  rates 

34,266 

11,196 

Proceeds  from  sale  of  equipment 

29,010 

35,027 

Surplus  (deficit)  for  the  year 

15,137 

(43,873) 

Deficit  distributed  to  other  main  canal 

water  users,  Schedule  3 

8,186 

2,870 

Deferred  charges  written  off 

1,808 

5,094,964 

4,800,674 

jnds  were  applied  to: 

Irrigation  works 

3,170,213 

2,887,888 

Irrigation  works  and  commutation  fund 

assets 

1,258,065 

492,431 

Purchase  of  equipment  and  deferred  charges 

214,597 

163,710 

Consulting  fees  and  main  canal  washout 

cost,  net 

44,712 

(20,492) 

Damage  claim  settlement  and  legal  fees 

1,140 

1,000 

4,688,727 

3,524,537 

Increase  in  working  capital  $    406,237         $  1,276,137 
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ST.  MARY  RIVER  IRRIGATION  DISTRICT 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 

Note  1  Authority 

The  St.  Mary  River  Irrigation  District  operates  under  the  authority  of  The  Irrigation  Act, 
Chapter  192,  Revised  Statutes  of  Alberta  1970. 

Note  2     Significant  Accounting  Policies  and  Reporting  Practices 
General: 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  recorded  on  irrigation  works.  The 
practice  of  not  recording  depreciation  on  irrigation  works  is  an  established  accounting  princi- 
ple of  irrigation  districts. 

Irrigation  Works: 

Costs  incurred  in  constructing  new  irrigation  works  and  in  replacing  and  rehabilitating  ex- 
isting works  are  provided  for  from  the  irrigation  works  fund.  See  Statement  B. 

Depreciation: 

Equipment  is  depreciated  on  fixed  rates  applied  to  diminishing  balances.  A  summary  of  the 
rates  is  as  follows:  trucks  20%,  power  equipment  15%,  other  equipment  10%.  Deferred 
charges  are  amortized  at  the  rate  of  10%  of  cost. 

Note  3     Accounts  Receivable 

Accounts  receivable,  less  allowance  for  doubtful  accounts,  are  summarized  hereunder: 

1978  1977 

Water  rates  and  charges  $542,179  $469,265 

Sundry  debtors  22,273  17,992 

564,452  487,257 

Less:  Allowance  for  doubtful  accounts  13,324  9,577 

$551,128  $477,680 


Note  4     Accounts  and  Agreements  Receivable 

Irrigation  works  fund  accounts  and  agreements  receivable  consist  of  the  following: 

1.  The  outstanding  balance  of  the  water  right  charge  for  each  new  acre  to  be  irrigated, 
assessed  as  a  contribution  to  capital  assets  of  the  District. 

2.  The  balances  owing  on  irrigation  works  sold  and  special  construction  for  water  users. 

Note  5  Investments 

Investments  of  the  District  consist  of  Provincial  issues,  direct  and  guaranteed. 

Note  6     Irrigation  Works 

Irrigation  works  have  been  valued  for  balance  sheet  purposes  at  $38,104,862  being  the 
depreciated  value  of  the  system  transferred  by  the  Canadian  Pacific  Railway  Company  and  the 
Alberta  Railway  and  Irrigation  Company  less  portion  abandoned,  with  subsequent  additions 
and  betterments  to  the  system  recorded  at  cost. 

Note  7     Cost  Sharing  Construction  Costs  and  Holdbacks  Payable 

This  liability  represents  work  undertaken  pursuant  to  cost  sharing  agreements  with  the 
Province  of  Alberta.  See  also  Note  8. 

Note  8     Uncompleted  Contract  Commitments 

The  District  has  contingent  liabilities  in  an  estimated  amount  of  $1,016,435  in  respect  of 
uncompleted  work  under  contract  on  approved  cost  sharing  projects. 
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Note  9     Irrigation  Rates 

Irrigation  rates,  net  consist  of 

258,541.890         acres  at  $6.00  per  acre  $  1,551,251 

2,281.490         acres  subject  to  minimum  charge  per  parcel  24,640 

1,761.015         acres  under  commuted  rates  11,814 

23,328.420         acres  at  $7.00  per  acre,  terminable  163,299 

285,912.815         acres  1,751,004 
Less: 

Reclassification  credits   2,996 

$  1,748,008 

Note  10    Contingent  Liabilities 

The  District  has  a  contingent  liability  in  respect  of  a  legal  action  amounting  to  approximately 
$25,000. 
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Schedule  1 

ST.  MARY  RIVER  IRRIGATION  DISTRICT 

SCHEDULE  OF  MAINTENANCE  AND  OPERATION  EXPENSE  BY  UNITS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

Main 
Canal  to 


Horsefly 

1978 

1977 

Reservoir 

West 

East 

Total 

Total 

joioi  ico  ci  i  i  lj  vvoy  c  o 

$  41  311 
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41 ,200 

42,738 
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6,563 

32,658 
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32,905 

16  7fi7 
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3,455 

14,363 

30  12R 

47  943 

47  fi1  7 
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5,744 

7,778 

3,591 

17,1 13 

?1  ?nn 

Ri  i i IH i nn<i   n Pt 

UU  1  IU  II  IM         1  ICI 

151 

5,152 

8,290 

13,593 

20  872 

Equipment  maintenance 

75 

6,350 

5,973 

12,398 

10,481 

Drainage  pumps 

175 

9,522 

9,697 

12,389 

Telephone 

386 

1,335 

3,295 

5,016 

4,379 

Insurance 

162 

799 

2,242 

3,203 

3,730 

Travelling 

405 

1,618 

2,023 

475 

Easement  rental 

26 

18 

828 

872 

890 

Crop  and  flood  damage 

750 

750 

1,804 

Miscellaneous 

250 

69 

186 

505 

417 

Rental  of  equipment 

(33,240) 

(15,892) 

(49,132) 

(45,913 

$122,732 

$357,835 

$579,936 

$  1,060,503 

$ 

1,001,985 
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Schedule  2 


ST.  MARY  RIVER  IRRIGATION  DISTRICT 

SCHEDULE  OF  ADMINISTRATION  AND  GENERAL  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 
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Equipment  maintenance 

1,182 

1,091 

Engineering 

852 

669 
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RQR 

Q9 1 
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Legal  fees  and  expenses 

278 

41 

Land  titles  fees 

212 

311 

Loss  on  sale  of  investments 

3,739 

Miscellaneous 

1,906 

1,356 

$338,649 

$311,945 
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TABER  IRRIGATION  DISTRICT 
FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Transactions  — 
Irrigation  Works  Fund 

Statement  of  Capitai  Surplus 

Statement  of  Revenue,  Expenditure 
and  Revenue  Surplus 

Statement  of  Changes  in  Financial  Position 

Notes  to  the  Financial  Statements 

Schedule  of  Maintenance  and  Operation  Expense 

Schedule  of  Administration  and  General  Expense 


To  the  Board  of  Directors  of 
the  Taber  Irrigation  District 

I  have  examined  the  balance  sheet  of  the  Taber  Irrigation  District  as  at  December  31,  1978 
and  the  statements  of  transactions  —  irrigation  works  fund,  capital  surplus,  revenue, 
expenditure  and  revenue  surplus  and  changes  in  financial  position  fortheyearthen  ended. 
My  examination  was  made  in  accordance  with  generally  accepted  auditing  standards,  and 
accordingly  included  such  tests  and  other  procedures  as  I  considered  necessary  in  the 
circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the  District 
as  at  December  31,  1978  and  the  results  of  its  operations  and  the  changes  in  its  financial 
position  for  the  year  then  ended  in  accordance  with  the  disclosed  basis  of  accounting 
described  in  Note  2  to  the  financial  statements  applied  on  a  basis  consistent  with  that  of  the 
preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
February  8,  1979 


C.A. 

Auditor  General 
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Statement  A 


TABER  IRRIGATION  DISTRICT 

BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


ASSETS 


Current: 
Cash 

Accounts  receivable  (Note  3) 
Materials  and  supplies,  at  cost 
Prepaid  expenses 
Accrued  interest 


Irrigation  works  and  commutation  funds: 
Cash 

Short-term  deposits 
Accounts  receivable  (Note  4) 
Accrued  interest 


Capital: 
Irrigation  works  (Note  5) 
Equipment,  at  cost  less  accumulated 
depreciation 


Trust: 
Cash 

Short-term  deposit 

Due  from  current  funds  (Note  7) 


1978 

130,959 
65,658 
37,496 
2,094 
147 


236,354 


42,734 
140,000 
61,823 
1,847 

246,404 


5,476,527 

106,258 
5,582,785 


708 
18,000 
10,042 

28,750 


1977 

167,200 
59,023 
33,916 
2,306 
198 


262,643 


23,151 
240,000 
38,641 
1,976 

303,768 


4,588,996 

75,968 
4,664,964 


$  6,094,293 


$  5,231,375 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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TABER  IRRIGATION  DISTRICT 


Statement  A  (continued) 


BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


LIABILITIES 


Current: 
Accounts  payable: 
Cost  sharing  construction  costs  and 

holdbacks  payable  (Note  6) 
Sundry  creditors 
Due  to  trust  funds  (Note  7) 


Irrigation  works  and  commutation  funds: 
Irrigation  works  fund,  Statement  B  (Note  9) 
Commutation  fund 


1978 


132,474 
7,642 
10,042 


150,158 


252,123 
3,929 


256,052 


1977 


$  18,735 
7,930 


26,665 


363,165 
3,929 

367,094 


Surplus: 
Capital  surplus,  Statement  C 
Revenue  surplus,  Statement  D 


5,383,000 
276,333 

5,659,333 


4,588,996 
248,620 

4,837,616 


Trust: 

Accrued  pension  annuity  benefits  (Note  7) 


28,750 


$  6,094,293 


$  5,231,375 
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Statement  B 


TABER  IRRIGATION  DISTRICT 


STATEMENT  OF  TRANSACTIONS  —  IRRIGATION  WORKS  FUND 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


1978 


Balance  at  beginning 
of  year 

Add: 

Contributions  received 
from  the  Province 
of  Alberta: 
Heritage  Savings  Trust 
Fund 

Department  of  Agriculture 
Provision  for  irrigation 

works 
Contributions  for 

new  parcels  and 

irrigation  works,  net 
Interest  earnings 
Proceeds  from  sale  of 

irrigation  works,  net 
Transfer  from  District  to 

Province  of  Alberta 

cost  sharing 


District 


$258,749 


45,600 


53,260 
14,199 

2,162 


(89,408) 
25,813 
284,562 


Province  of 

Alberta 
Cost  sharing 


406,948 
142,278 


18,515 


89,408 
657,149 
761,565 


Total 


406,948 
142,278 

45,600 


53,260 
32,714 

2,162 


682,962 
1,046,127 


1977 


Total 


$104,416      $     363,165      $  218,208 


426,123 
151,243 

113,990 


50,660 
30,775 

22,565 


795,356 
1,013,564 


Deduct: 
Additions  to  irrigation 
works 


32,439 


761,565 


794,004 


650,399 


Balance  at  end  of  year 


$252,123 


$     252,123      $  363,165 
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TABER  IRRIGATION  DISTRICT 

STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Statement  C 


Balance  at  beginning  of  year 
Add:  Additions  to  irrigation  works 

Deduct:  Irrigation  works  written  off 
Balance  at  end  of  year 


1978 

$  4,588,996 
794,004 

5,383,000 


$  5,383,000 


1977 

$  3,942,430 
650,399 

4,592,829 
3,833 

$  4,588,996 


TABER  IRRIGATION  DISTRICT 


Statement  D 


STATEMENT  OF  REVENUE,  EXPENDITURE  AND  REVENUE  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


REVENUE 


Water  earnings: 
Irrigation  rates,  net  (Note  10) 
Municipal  and  industrial  water  supply 
Sale  of  excess  and  domestic  water 
Penalties 

Less:  Discounts 

Gain  on  sale  of  equipment,  net 
Weed  control  grant 
Lease  revenue 
Interest  earnings 
Miscellaneous 


1978 


$416,310 
22,814 
8,045 
2,980 

450,149 
17,695 

432,454 
9,780 
5,000 
4,850 
4,321 
3,268 


1977 


$344,615 
24,623 
6,961 
3,122 

379,321 
13,971 

365,350 
154 
5,000 
7,375 
3,505 
1,495 


459,673 


382,879 


EXPENDITURE 


Maintenance  and  operation  expense,  Schedule  1 
Administration  and  general  expense,  Schedule  2 
Main  canal  carrier  charge 
Provision  for  irrigation  works 


Surplus  (deficit)  for  the  year 

Add:  Revenue  surplus  at  beginning  of  year 

Adjustment  for  accrued  pension  annuity 
benefits  of  prior  years 


249,907 
60,528 
57,925 
45,600 

413,960 

45,713 
248,620 

(18,000) 


209,058 
50,350 
46,167 

113,990 

419,565 

(36,686) 
285,306 


Revenue  surplus  at  end  of  year 


$276,333 


$248,620 
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TABER  IRRIGATION  DISTRICT 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  DECEMBER  31,1978 


Statement  E 


Funds  were  provided  from: 
Additions  to  irrigation  works  fund, 

Statement  B 
Irrigation  works  and  commutation  fund  assets 
Surplus  for  the  year 
Depreciation 

Proceeds  from  sale  of  equipment 
Proceeds  from  commutation  of  rates 


Funds  were  applied  to: 
Irrigation  works 
Purchase  of  equipment 
Accrued  pension  annuity  benefits  of 

prior  years 
Deficit  for  the  year 


1978 


$  682,962 
57,364 
45,713 
22,318 
8,730 


817,087 

887,531 
61,338 

18,000 
966,869 


1977 


$795,356 
163,623 

18,146 
116 
1,821 

979,062 


610,799 
28,161 


36,686 
675,646 


Increase  (decrease)  in  working  capital 


$(149,782) 


$303,416 
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TABER  IRRIGATION  DISTRICT 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 

Note  1  Authority 

The  Taber  Irrigation  District  operates  under  the  authority  of  The  Irrigation  Act,  Chapter  192, 
Revised  Statutes  of  Alberta  1970. 

Note  2     Significant  Accounting  Policies  and  Reporting  Practices 
General: 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  recorded  on  irrigation  works.  The 
practice  of  not  recording  depreciation  on  irrigation  works  is  an  established  accounting  princi- 
ple of  irrigation  districts. 

Irrigation  Works: 

Costs  incurred  in  constructing  new  irrigation  works  and  in  replacing  and  rehabilitating  ex- 
isting works  are  provided  for  from  the  irrigation  works  fund.  See  Statement  B. 

Depreciation: 

Equipment  is  depreciated  on  fixed  rates  applied  as  follows: 

Power  and  general  equipment  —  15%  on  diminishing  balance. 

Trucks  —  25%  first  year;  15%  second  year;  10%  subsequent  years  on  a  straight  line 
basis. 

Note  3     Accounts  Receivable 

Accounts  receivable  are  summarized  as  follows: 


1978  1977 

Water  rates  and  charges                                                     $  58,643  $  54,270 

Lease  agreements  3,227 

Other                                                                                       7,015  1,526 

$  65,658  $  59,023 


Note  4     Irrigation  Works  and  Commutation  Funds  Accounts  Receivable 

Accounts  receivable  consist  of  the  outstanding  balances  of  the  water  right  charge  for  each 
new  acre  to  be  irrigated  and  charges  for  rehabilitation  of  laterals  4  and  5,  assessed  as  a 
contribution  to  capital  assets  of  the  District. 

Note  5     Irrigation  Works 

Irrigation  works  have  been  valued  for  balance  sheet  purposes  at  $5,476,527  being  the  re- 
corded value  of  the  system  at  December  31 , 1975,  with  subsequent  additions  and  betterments 
to  the  system  recorded  at  cost. 


Note  6     Cost  Sharing  Construction  Costs  and  Holdbacks  Payable 

This  liability  represents  work  undertaken  pursuant  to  cost  sharing  agreements  with  the 
Province  of  Alberta. 


Note  7      Accrued  Pension  Annuity  Benefits 

During  the  year  the  District  established  a  pension  annuity  fund  to  which  the  District  makes 
contributions  each  year  at  the  rate  of  5%  of  employees  earnings.  The  contributions  required 
for  1978,  amounting  to  $10,042,  were  not  transferred  until  after  the  end  of  the  year. 

Note  8     Uncompleted  Contract  Commitments 

The  District  has  contingent  liabilities  in  an  estimated  amount  of  $401,677  in  respect  of 
uncompleted  work  under  contract  on  approved  cost  sharing  projects. 
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Note  9     Cost  Sharing  Agreements  with  the  Province  of  Alberta 

Construction  costs  in  1978,  on  projects  undertaken  pursuant  to  these  agreements,  exceeded 
available  funds  by  $93,527.  These  costs,  together  with  expenditures  pursuant  to  uncompleted 
contract  commitments,  referred  to  in  Note  8,  will  be  provided  for  from  anticipated  new  cost 
sharing  agreements  with  the  Province  of  Alberta.  Otherwise,  the  District  will  be  liable  forthese 
costs  from  its  own  funds. 

Note  10    Irrigation  Rates 

Irrigation  rates  consist  of: 

61,625                acres  at  $6.00  per  acre  $369,750 

29                acres  under  water  service  commutation  314 

7,190                acres  at  $6.50  per  acre  terminable  46,735 

68,844  acres  416,799 

Less:  Reclassification  credits  489 


$416,310 
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Schedule  1 

TABER  IRRIGATION  DISTRICT 

SCHEDULE  OF  MAINTENANCE  AND  OPERATION  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

1978  1977 

Salaries  and  wages                                                                         $198,327  $184,929 

Equipment  maintenance                                                                         26,906  29,430 

Depreciation  on  equipment                                                                  22,163  17,979 

Ditchrider  car  allowance                                                                      20,966  19,165 

Workers'  Compensation  and  employee  benefits                                       20,267  10,429 

Materials  and  supplies                                                                        19,759  5,405 

Truck  expense                                                                                        6,234  8,566 

Insurance                                                                                               5,891  5,581 

Weed  and  pest  control                                                                          4,052  4,353 

Buildings                                                                                               3,336  2,520 

Equipment  rental                                                                                    1,887  415 

Telephone                                                                                              1,335  1,287 

Travelling  488  843 
Damage  claims  442 

Horsefly  Lake  pumping                                                                           297  123 

Drainage  pumps                                                                                    220  259 

Taxes                                                                                                  177  174 

Miscellaneous                                                                                       516  342 

Recoveries  from  capital  construction  and  custom  work                              (83,356)  (82,742) 

$249,907  $209,058 


TABER  IRRIGATION  DISTRICT 

SCHEDULE  OF  ADMINISTRATION  AND  GENERAL  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Schedule  2 


Salaries 

Interest  and  bank  charges 

Board  of  Directors'  fees  and  expenses 

Office  rent 

Workers'  Compensation  and  employee  benefits 
Audit  fee 

Travel  and  delegation  expense 
Association  fees 

Stationery,  printing  and  office  supplies 

Telephone 

Postage 

Depreciation  on  equipment 
Miscellaneous 


1978 

30,560 
7,562 
5,062 
4,000 
3,050 
3  000 
2,578 
1,364 
1,346 
660 
333 
155 
858 


1977 

$  28,160 
6,219 
3,895 
4,000 
1,425 
1,503 
1,117 
1,265 
1,428 
573 
268 
167 
330 


$  60,528 


$  50,350 
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UNITED  IRRIGATION  DISTRICT 
FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 

Auditor's  Report 
Balance  Sheet 

Statement  of  Transactions  — 
Irrigation  Works  Fund 

Statement  of  Capital  Surplus 

Statement  of  Revenue,  Expenditure  and 
Revenue  Surplus 

Statement  of  Changes  in  Financial  Position 

Notes  to  the  Financial  Statements 

Schedule  of  Maintenance  and  Operation  Expense 

Schedule  of  Administration  and  General  Expense 

AUDITOR'S  REPORT 

To  The  Board  of  Directors  of  the 
United  Irrigation  District 

I  have  examined  the  balance  sheet  of  the  United  Irrigation  District  as  at  December  31,  1978 
and  the  statements  of  transactions  —  irrigation  works  fund,  capital  surplus,  revenue, 
expenditure  and  revenue  surplus  and  changes  in  financial  position  for  the  year  then  ended. 
My  examination  was  made  in  accordance  with  generally  accepted  auditing  standards,  and 
accordingly  included  such  tests  and  other  procedures  as  I  considered  necessary  in  the 
circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the  District 
as  at  December  31,  1978  and  the  results  of  its  operations  and  changes  in  its  financial 
position  for  the  year  then  ended  in  accordance  with  the  disclosed  basis  of  accounting 
described  in  Note  2  to  the  financial  statements  applied  on  a  basis  consistent  with  that  of  the 
preceding  year. 


C.A. 

Auditor  General 


Edmonton,  Alberta 
April  11,  1979 
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UNITED  IRRIGATION  DISTRICT 


Statement  A 


BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


ASSETS 


Current: 
Cash 

Accounts  receivable  (Note  3) 
Materials  and  supplies,  at  cost 
Accrued  interest 
Prepaid  expenses 


Irrigation  works  and  commutation  funds: 
Cash 

Accrued  interest 
Term  deposits 

Investments,  at  amortized  cost 
(approximate  market  value: 
1978  $16,550;  1977  $16,900)  (Note  4) 


Deferred  charges 

Capital: 

Irrigation  works  (Note  5) 

Equipment,  at  cost  less  accumulated  depreciation 


Trust:  (Note  6) 
Cash 


1978 

35,719 
14,191 
38,229 
816 
622 


89,577 


331,326 
7,873 
26,500 


18,970 
384,669 


3,991 


1,330,502 
43,434 

1,373,936 


8,769 


1977 

86,278 
13,977 
32,449 
784 
632 


134,120 


342,743 
5,921 
26,423 


18,955 
394,042 
4,519 


998,009 
50,592 

1,048,601 


5,131 


$  1,860,942 


$  1,586,413 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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UNITED  IRRIGATION  DISTRICT 


Statement  A  (continued) 


BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 


LIABILITIES 


Current: 
Treasury  branch  loan  (Note  7) 
Accounts  payable: 

Cost  sharing  construction  costs  and 

holdbacks  payable  (Note  8) 
Sundry  creditors 
Contract  performance  deposit 


Long  term: 
Treasury  branch  loan  (Note  7) 

Irrigation  works  and  commutation  funds: 
Irrigation  works  fund,  Statement  B 
Water  service  commutation  fund 


1978 


$  4,750 


33,474 
814 


39,038 


4,750 


290,429 
29,689 

320,118 


1977 


4,750 


4,845 
895 
21,390 


31,880 


9,500 


374,271 
29,689 

403,960 


Surplus: 
Capital  surplus,  Statement  C 
Revenue  surplus,  Statement  D 


1,330,502 
157,765 

1,488,267 


998,009 
137,933 

1,135,942 


Trust: 

District  and  employees'  pension 
contributions 


8,769 


$  1,860,942 


5,131 


$  1,586,413 
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Statement  B 


UNITED  IRRIGATION  DISTRICT 


STATEMENT  OF  TRANSACTIONS  —  IRRIGATION  WORKS  FUND 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


1978 


Balance  at  beginning  of  year 


District 

$  33,432 


Province 
of  Alberta 
Cost  Sharing 

$340,839 


Total 

$374,271 


1977 


Total 

$267,024 


Add: 


Contributions  received  from  the 

Province  of  Alberta: 
Heritage  Savings  Trust  Fund 
Department  of  Agriculture 
Provision  for  irrigation  works 
Interest  earnings 
Proceeds  from  sale  of 

irrigation  works 
Transfer  from  District  to  Province 

of  Alberta  cost  sharing 


31,387 
800 

529 

(31,387) 
1,329 
34,761 


142,861 
49,947 

23,127 


31,387 
247,322 
588,161 


142,861 
49,947 
31,387 
23,927 

529 


248,651 
622,922 


147,759 
52,443 
32,591 
22,212 

1,512 


256,517 
523,541 


Deduct: 
Additions  to  irrigation  works 

Balance  at  end  of  year 


$  34,761 


332,493 
$255,668 


332,493 
$290,429 


149,270 
$374,271 


UNITED  IRRIGATION  DISTRICT 

STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


Statement  C 


Balance  at  beginning  of  year 
Add:  Additions  to  irrigation  works 

Deduct:  Irrigation  works  written  off 
Balance  at  end  of  year 


1978 

$  998,009 
332,493 

1,330,502 


$  1,330,502 


1977 

$850,195 
149,270 

999,465 
1,456 

$998,009 
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Statement  D 

UNITED  IRRIGATION  DISTRICT 

STATEMENT  OF  REVENUE,  EXPENDITURE  AND  REVENUE  SURPLUS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


1978  1977 


REVENUE 

Water  earnings: 

Irrigation  rates  (Note  10)  $  86,572  $  78,049 

Penalties  663  586 

Sale  of  domestic  water  100 


87,235  78,735 

Less:  Discounts                                                                                   1,715  1,745 

85,520  76,990 

Interest  earnings                                                                                     3,062  1,721 

Miscellaneous                                                                                       721  3 


89,303  78,714 


EXPENDITURE 


Provision  for  irrigation  works 

Maintenance  and  operation  expense,  Schedule  1 

Administration  and  general  expense,  Schedule  2 


31,387 
21,436 
16,648 


32,591 
22,098 
18,418 


69,471 


73,107 


Surplus  for  the  year 
Add: 

Revenue  surplus  at  beginning  of  year 
Adjustments  applicable  to  prior  years 


Revenue  surplus  at  end  of  year 


19,832 
137,933 


5,607 

126,286 
6,040 


$157,765 


$137,933 
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Statement  E 

UNITED  IRRIGATION  DISTRICT 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

1978  1977 

Funds  were  provided  from: 
Additions  to  irrigation  works  fund, 

Statement  B                                                                              $248,651  $256,517 

Surplus  for  the  year                                                                            19,832  5,607 

Irrigation  works  and  commutation  fund  assets                                        9,373  — 

Depreciation  and  amortization                                                                8,452  9,560 

Long  term  loan                                                                                 —  9,500 

Adjustments  applicable  to  prior  years                                                   —  6,040 

Proceeds  from  sale  of  equipment                                                         —  200 

286,308  287,424 


Funds  were  applied  to: 

Irrigation  works                                                                                332,493  149,270 

Matured  portion  of  long  term  loan                                                          4,750  — 

Purchase  of  equipment  and  deferred  charges                                            766  7,550 

Irrigation  works  and  commutation  fund  assets                                        —  100,503 

338,009  257,323 


Increase  (decrease)  in  working  capital  $(51,701)  $  30,101 
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UNITED  IRRIGATION  DISTRICT 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 

Note  1  Authority 

The  United  Irrigation  District  operates  under  the  authority  of  The  Irrigation  Act,  Chapter  192, 
Revised  Statutes  of  Alberta  1970. 

Note  2      Significant  Accounting  Policies  and  Reporting  Practices 

General: 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  recorded  on  irrigation  works.  The 
practice  of  not  recording  depreciation  on  irrigation  works  is  an  established  accounting  princi- 
ple of  irrigation  districts. 

Irrigation  Works: 

Costs  incurred  in  constructing  new  irrigation  works  and  in  replacing  and  rehabilitating  ex- 
isting works  are  fully  provided  for  from  the  irrigation  works  fund.  See  Statement  B. 

Depreciation: 

Equipment  is  depreciated  on  fixed  rates  applied  to  diminishing  balances.  A  summary  of  the 
rates  is  as  follows:  trucks  20%,  power  equipment  15°o,  other  equipment  10°o.  Deferred 
charges  are  amortized  at  the  rate  of  10%  of  cost. 

Note  3     Accounts  Receivable 

Accounts  receivable,  less  allowance  for  doubtful  accounts,  are  summarized  hereunder: 


Water  rates 

Sundry  debtors,  less  allowance  for 
doubtful  accounts 


Note  4  Investments 

Investments  of  the  District  are  summarized  as  follows: 


Marketable  securities: 
Government  of  Canada 
Province  of  Alberta,  guaranteed 


1978 

$  10,932 

3,259 
$  14,191 


Amortized 
Cost 

S  9,000 
9,970 

$  18,970 


1977 

$  10,563 

3,414 
$  13,977 


Market 
Value 

$  7,325 
9,225 

$  16,550 


Note  5      Irrigation  Works 

Irrigation  works  have  been  valued  for  balance  sheet  purposes  at  $1 ,330,502  being  the  original 
cost  less  the  sinking  fund  available  as  at  June  1,  1945,  to  retire  the  outstanding  debenture 
liability,  with  subsequent  additions  and  betterments  to  the  system  recorded  at  cost.  As  at 
March  1,  1977  the  District  entered  into  an  agreement  with  the  Department  of  Environment 
whereby  the  irrigation  works  of  the  main  canal,  up  to  and  including  the  Cochrane  Lake 
headgates,  were  transferred  to  the  Department.  The  cost  of  these  works  has  not  been 
removed  from  irrigation  works  as  the  District  has  a  permanent  right  to  the  works  in  order  to 
meet  its  obligations. 

Note  6  Trust 

Trust  consists  of  cash  held  for  a  proposed  employees'  pension  fund.  Contributions  are 
summarized  as  follows: 


Contributions  by  District 
Contributions  by  employees 


$4,385 
4,384 

$8,769 
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Note  7      Treasury  Branch  Loan 

The  treasury  branch  loan  (current  $4,750;  long  term  $4,750)  is  secured  by  hypothecation  of  a 
term  deposit  in  the  amount  of  $22,500. 

Note  8     Cost  Sharing  Construction  Costs  and  Holdbacks  Payable 

This  liability  represents  work  undertaken  pursuant  to  the  cost  sharing  agreements  with  the 
Province  of  Alberta.  See  also  Note  9. 

Note  9     Uncompleted  Contract  Commitments 

The  District  has  contingent  liabilities  in  an  estimated  amount  of  $36,493  in  respect  of  uncom- 
pleted work  under  contract  on  approved  cost  sharing  projects. 

Note  10    Irrigation  Rates 

Irrigation  rates  consist  of: 

33,357.635  acres  at  $2.50  per  acre  $  83,394 

675.640  acres  under  commuted  rates  2,299 

293.000  acres  at  $3.00  per  acre,  under  agreement  879 

34,326.275  $  86,572 

Note  11    Comparative  Figures 

The  1977  comparative  figures  have  been  restated  where  necessary  to  conform  to  1978 
presentation. 

Note  12    Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  April  11,  1979. 
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Schedule  1 


UNITED  IRRIGATION  DISTRICT 

SCHEDULE  OF  MAINTENANCE  AND  OPERATION  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


1978 

1977 

Wages 

$  20,401 

$  20,466 

Depreciation  on  equipment 

7,656 

8,592 

Equipment  rental 

5,628 

5,942 

Power  machinery  maintenance 

3,648 

2,087 

Truck  expense  and  mileage 

3,466 

2,111 

Materials  and  supplies 

1,530 

2,531 

Buildings  and  grounds 

347 

312 

Weed  control 

433 

Miscellaneous 

216 

273 

Custom  work  charges 

(21,456) 

(20,649) 

$  21,436 

$  22,098 

Schedule  2 


UNITED  IRRIGATION  DISTRICT 

SCHEDULE  OF  ADMINISTRATION  AND  GENERAL  EXPENSE 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

1978  1977 

Salaries                                                                                         S  7,200  $  6,550 

Buildings  2,412  2,118 

Board  of  Directors'  fees  and  expenses  2,336  2,167 

Insurance  1,828  1,704 

Legal  fees  and  expenses  1,463 

Interest  and  bank  charges  1,036  1,328 

Telephone  669  514 

Association  fees  667  667 
Workers'  Compensation  Board  assessment  and 

employee  benefits  568  1,995 

Audit  fee  500  300 

Stationery,  printing  and  office  supplies  250  203 

Travelling  244  195 

Provision  for  doubtful  accounts  198  69 

Equipment  maintenance  and  depreciation  159  121 

Advertising  46  129 

Miscellaneous  162  358 

Overhead  charged  to  capital  construction  (3,090)  — 

$  16,648  $  18,418 
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WESTERN  IRRIGATION  DISTRICT 
FINANCIAL  STATEMENTS 
NOVEMBER  30,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Transactions  — 
Irrigation  Works  Fund 

Statement  of  Capital  Surplus 

Statement  of  Revenue,  Expenditure, 
and  Revenue  Surplus  (Deficit) 

Statement  of  Changes  in  Financial  Position 

Notes  to  the  Financial  Statements 

Schedule  of  Maintenance  and  Operation  Expense 

Schedule  of  Administration  and  General  Expense 


To  the  Board  of  Directors  of  the 
Western  Irrigation  District 

I  have  examined  the  balance  sheet  of  the  Western  Irrigation  District  as  at  November  30, 
1978  and  the  statements  of  transactions  —  irrigation  works  fund,  capital  surplus,  revenue, 
expenditure  and  revenue  surplus  (deficit)  and  changes  in  financial  position  for  the  year  then 
ended.  My  examination  was  made  in  accordance  with  generally  accepted  auditing  stan- 
dards, and  accordingly  included  such  tests  and  other  procedures  as  I  considered  necessary 
in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the  District 
as  at  November  30,  1978  and  the  results  of  its  operations  and  the  changes  in  its  financial 
position  for  the  year  then  ended  in  accordance  with  the  disclosed  basis  of  accounting 
described  in  Note  2  to  the  financial  statements  applied  on  a  basis  consistent  with  that  of  the 
preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
January  18,  1979 


C.A. 

Auditor  General 
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WESTERN  IRRIGATION  DISTRICT 


Statement  A 


BALANCE  SHEET 
AS  AT  NOVEMBER  30,  1978 


ASSETS 


Current: 
Cash 

Short-term  deposits 
Accounts  receivable: 

Water  rates  and  charges 

Sundry  debtors 
Accrued  interest 
Inventories  (Note  3) 
Prepaid  expenses 


Irrigation  works  fund: 
Cash 

Short-term  deposits 
Investments,  at  amortized  cost 

(approximate  market  value: 

1978  $2,512,683;  1977  $2,656,984)  (Note  4) 


Other  assets: 
Land  and  farm  property  (Note  5) 

Capital: 
Irrigation  works  (Note  5) 
Equipment,  at  cost  less  accumulated 

depreciation  (Note  2) 
Equipment  under  capital  lease  less 

accumulated  amortization  (Note  2) 


1978 


$  160,720 


181,616 
15,700 
52,693 
20,531 
486 

431,746 


9,905 
746,000 


2,604,888 
3,360,793 

15,426 

5,086,413 

416,900 

26,350 
5,529,663 
$  9,337,628 


1977 


167,427 
72,000 

118,053 
184,694 
49,912 
21,888 
 35 

614,009 


510,000 

2,590,596 
3,100,596 

15,426 

4,461,436 
273,981 

4,735,417 
$  8,465,448 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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Statement  A  (continued) 

WESTERN  IRRIGATION  DISTRICT 


BALANCE  SHEET 
AS  AT  NOVEMBER  30,  1978 


LIABILITIES 


Current: 

Loan,  Province  of  Alberta  (Note  6) 
Progress  estimates  and  holdbacks  payable 
Accounts  payable 
Obligation  under  capital  lease 


Irrigation  works  funds: 
Bank  overdraft 

Irrigation  works  fund,  Statement  B 


1978 


$  25,684 
156,118 
24,599 
19,000 

225,401 


3,993,298 
3,993,298 


1977 


$  25,684 


11,915 
13,525 


51,124 


85,886 
3,702,232 

3,788,118 


Surplus: 
Capital  surplus,  Statement  C 
Revenue  surplus  (deficit),  Statement  D 
Appropriated  revenue  surplus,  working  capital 


5,086,413 
(177,484) 
210,000 

5,118,929 


4,461,436 
(45,230) 
210,000 

4,626,206 


$  9,337,628 


$  8,465,448 
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Statement  B 


WESTERN  IRRIGATION  DISTRICT 


STATEMENT  OF  TRANSACTIONS  —  IRRIGATION  WORKS  FUND 
FOR  THE  YEAR  ENDED  NOVEMBER  30,  1978 


1978 


Balance  at  beginning 
of  year 

Add: 

Contributions  received 
from  the  Province 
of  Alberta: 
Heritage  Savings  Trust 
Fund 

Department  of  Agriculture 
Interest  earnings 
Gain  on  sale  of  investments 
Sale  of  right  of  way 
Proceeds  from  sale  of 

irrigation  works 
Water  right  collections,  net 
Transfer  from  District  to 

Province  of  Alberta 

cost  sharing 


Deduct: 
Additions  to  irrigation 

works 
Rehabilitation  of 
structures 


District 


257,999 
49,458 
3,135 


2,628 


(92,767) 
220,453 
3,542,695 


104,199 

38,281 
142,480 


Province  of 

Alberta 
Cost  Sharing 


Total 


455,095 
114,754 
39,755 


92,767 


702,371 
1,082,361 


489,278 


489,278 


455,095 
114,754 
297,754 
49,458 
3,135 


2,628 


922,824 
4,625,056 

593,477 

38,281 
631,758 


1977 


Total 


$  3,322,242      $     379,990      $  3,702,232      $  3,000,254 


389,250 
303,239 
276,670 


161,221 
35,989 


1,166,369 
4,166,623 

458,790 

5,601 
464,391 


Balance  at  end  of  year 


$  3,400,215      $     593,083      $  3,993,298      $  3,702,232 
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Statement  C 

WESTERN  IRRIGATION  DISTRICT 

STATEMENT  OF  CAPITAL  SURPLUS 
FOR  THE  YEAR  ENDED  NOVEMBER  30,  1978 

1978  1977 

Balance  at  beginning  of  year                                                         $  4,461,436  $  4,001,568 

Add:  Additions  to  irrigation  works                                                         631,758  464,391 

5,093,194  4,465,959 

Deduct:  Irrigation  works  written  off   6,781   4,523 

Balance  at  end  of  year                                                                 $  5,086,413  $  4,461,436 


WESTERN  IRRIGATION  DISTRICT 


Statement  D 


STATEMENT  OF  REVENUE,  EXPENDITURE  AND  REVENUE  SURPLUS  (DEFICIT) 
FOR  THE  YEAR  ENDED  NOVEMBER  30,  1978 


REVENUE 


Water  earnings: 
Irrigation  rates,  net  (Note  7) 
Sale  of  excess  and  domestic  water 
Penalties 


Lease  revenue 
Interest  earnings 
Miscellaneous 


1978 


247,995 
43,305 
1,503 

292,803 
23,130 
10,834 
1,537 


1977 


$183,092 
33,807 
812 

217,711 
12,096 
12,187 
478 


328,304 


242,472 


EXPENDITURE 


Maintenance  and  operation  expense,  Schedule  1 
Administration  and  general  expense,  Schedule  2 


Surplus  (deficit)  for  the  year  from  operations 
Extraordinary  expenditure  with  respect 
to  damage  claim 

Surplus  (deficit)  for  the  year 
Add:  Revenue  surplus  (deficit) 
at  beginning  of  year 


309,234 
99,060 

408,294 
(79,990) 

(52,264) 
(132,254) 

(45,230) 


225,952 
79,863 

305,815 
(63,343) 


(63,343) 
18,113 


Revenue  surplus  (deficit)  at  end  of  year 


$(177,484) 


$  (45,230) 
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WESTERN  IRRIGATION  DISTRICT 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  NOVEMBER  30,  1978 


Statement  E 


Funds  were  provided  from: 
Additions  to  irrigation  works  fund, 

Statement  B 
Depreciation  and  amortization 
Sale  of  equipment 
Sale  of  land 


1978 


$  922,824 
80,947 
3,400 


1,007,171 


1977 


$  1,166,369 
49,545 
1,100 
 443 

1,217,457 


Funds  were  applied  to: 
Irrigation  works 
Irrigation  works  fund  assets 
Deficit  for  the  year 
Purchase  of  equipment 


631,758 
346,083 
132,254 
253,616 

1,363,711 


464,391 
319,628 
63,343 
12,978 

860,340 


Increase  (decrease)  in  working  capital 


$  (356,540) 


$  357,117 
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WESTERN  IRRIGATION  DISTRICT 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
NOVEMBER  30,  1978 

Note  1  Authority 

The  Western  Irrigation  District  operates  underthe  authority  of  The  Irrigation  Act,  Chapter  192, 
Revised  Statutes  of  Alberta  1970. 

Note  2     Significant  Accounting  Policies  and  Reporting  Practices 
General: 

These  financial  statements  have  been  prepared  in  accordance  with  generally  accepted 
accounting  principles  except  that  no  depreciation  has  been  recorded  on  irrigation  works.  The 
practice  of  not  recording  depreciation  on  irrigation  works  is  an  established  accounting  princi- 
ple of  irrigation  districts. 

Irrigation  Works: 

Costs  incurred  in  constructing  new  irrigation  works  and  in  replacing  and  rehabilitating  ex- 
isting works  are  provided  for  from  the  irrigation  works  fund.  See  Statement  B. 

Depreciation: 

Equipment  is  depreciated  on  fixed  rates  applied  to  diminishing  balances.  A  summary  of  the 
rates  is  as  follows: 

Trucks  20% 
Power  equipment  15% 
Other  equipment  10% 

The  equipment  under  a  capital  lease  is  amortized  at  15%  on  the  diminishing  balance. 


Note  3  Inventories 


1978  1977 


Inventories  consist  of: 

Materials  and  supplies,  at  cost                                            $  19,271  $  21,709 

Farm  produce,  at  estimated  realizable  value  1,260   179 

$  20,531  $  21,888 


Note  4  Investments 

Investments  are  summarized  as  follows: 

Amortized  Market 
Cost  Value 

Marketable  securities: 

Government  of  Canada  bonds  $    368,229         $  352,908 

Provincial  debentures,  direct  and 

guaranteed  1,768,440  1,688,275 

Corporation  debentures  468,219  471,500 

$  2,604,888         $  2,512,683 


Note  5      Irrigation  Works,  Land  and  Farm  Property 

Irrigation  works,  land  and  farm  property  transferred  from  the  Canadian  Pacific  Railway 
Company  were  taken  into  account  at  their  depreciated  values  as  estimated  by  District  officials. 
Subsequent  additions  and  betterments  to  these  assets  are  shown  in  the  accounts  at  cost. 

Note  6     Loan,  Province  of  Alberta 

The  Province  of  Alberta  provided  the  District  with  an  interest  free  loan  in  the  amount  of 
$25,684  repayable  on  or  before  October  31,  1971.  As  a  result  of  an  agreement  between  the 
Province  and  the  District  dated  May  31 , 1977,  the  Province  has  undertaken  to  grant  a  remission 
of  the  loan.  This  remission  had  not  been  granted  as  at  November  30,  1978. 
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Note  7     Irrigation  Rates 

Irrigation  rates  consist  of: 

57,644.1  acres  at  $3.25  per  acre  $187,343 

13,959  acres  at  $4.25  per  acre  59,326 

71,603.1  acres  246,669 

26  parcels  at  $51  minimum  terminable  1,326 

$247,995 

Note  8     Contingent  Liabilities 

The  District  has  contingent  liabilities  in  respect  of  a  claim  for  crop  loss  and  reclamation  and  a 
claim  for  crop  losses,  land  restoration  and  punitive  damages.  These  claims  amount  to 
approximately  $511,750. 
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WESTERN  IRRIGATION  DISTRICT 

SCHEDULE  OF  MAINTENANCE  AND  OPERATION  EXPENSE 
FOR  THE  YEAR  ENDED  NOVEMBER  30,  1978 


Schedule  1 


1978 


1977 


Salaries  and  wages 

$196,861 

$158,298 

Depreciation  and  amortization  of  equipment 

80,539 

49,092 

rower  macninery 

£.  /,uoy 

Automobiles  and  trucks 

20,775 

17,193 

Structures  and  waterways 

14,475 

23,316 

Buildings  and  grounds,  net 

3,224 

558 

Equipment 

1,467 

1,123 

Telephone 

1,412 

1,317 

Travelling 

434 

96 

Miscellaneous 

791 

720 

Custom  work  charges 

(36,948) 

(52,820) 

$309,234 

$225,952 

WESTERN  IRRIGATION  DISTRICT 

SCHEDULE  OF  ADMINISTRATION  AND  GENERAL  EXPENSE 
FOR  THE  YEAR  ENDED  NOVEMBER  30,  1978 


Schedule  2 


Salaries 

Pension  plan  and  group  insurance  contributions 
Insurance 

Workers'  Compensation  Board  assessment  and 

unemployment  insurance 
Board  of  Directors'  fees  and  expenses 
Administration  building 
Association  fees 
Legal  fees 

Stationery,  printing  and  office  supplies 

Consulting  fee 

Audit  fee 

Travelling 

Telephone 

Postage 

Equipment,  maintenance  and  depreciation 
Miscellaneous 


1978 

$  41,947 
16,824 
12,185 

7,757 
5,172 
4,818 
1,371 
1,316 
1,250 
1,226 
1,200 
750 
568 
562 
408 
1,706 


1977 

$  34,005 
11,418 
10,437 

6,496 
4,397 
3,779 
1,044 
1,705 
1,601 

1,200 
500 
534 
604 
453 

1,690 


$  99,060 


$  79,863 
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THE  ALBERTA  GOVERNMENT  TELEPHONES 


EMPLOYEES'  PENSION  AND  DEATH  BENEFIT  FUND 
FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 

Auditor's  Report 

Balance  Sheet 

Statement  of  Operations 

Statement  of  Changes  in  Financial  Position 

Notes  to  the  Financial  Statements 


AUDITOR'S  REPORT 


To  the  Members  of  the  Board  of 

The  Alberta  Government  Telephones 
Employees'  Pension  and  Death  Benefit  Fund 

I  have  examined  the  balance  sheet  of  The  Alberta  Government  Telephones  Employees' 
Pension  and  Death  Benefit  Fund  as  at  December  31, 1978  and  the  statements  of  operations 
and  changes  in  financial  position  for  the  year  then  ended.  My  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards,  and  accordingly  included  such 
tests  and  other  procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the  Fund  as 
at  December  31,  1978  and  the  results  of  its  operations  and  the  changes  in  its  financial 
position  for  the  year  then  ended  in  accordance  with  generally  accepted  accounting  princi- 
ples applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


Edmonton,  Alberta  C.A. 
March  14,  1979  Auditor  General 
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THE  ALBERTA  GOVERNMENT  TELEPHONES 
EMPLOYEES'  PENSION  AND  DEATH  BENEFIT  FUND 

BALANCE  SHEET  AS  AT  DECEMBER  31,  1978 


ASSETS 


CURRENT: 
Cash 

Short  term  investments 
Contributions  receivable 
Accrued  interest 

Receivable  on  agreement  for  sale 
Long  term  receivables  due  within  one 

year  (Note  3) 
Other  receivables 


LONG  TERM  RECEIVABLES  (Note  3) 

INVESTMENTS: 
Bonds  and  debentures  (Note  4) 
Mortgages  receivable,  net  (Note  5) 
Shares,  at  cost  (Note  6) 
Deposit  on  securities 


1978 


7,832,740 
1,823,118 
2,678,920 


367,518 
555,051 

13,257,347 
620,012 


79,501,199 
86,369,991 
18,227,065 

184,098,255 


1977 


42,434 
3,000,000 
1,703,906 
2,269,735 
1,400,000 

367,518 
592,498 

9,376,091 
987,530 


62,664,126 
72,317,952 
17,063,786 
100,690 

152,146,554 


$197,975,614  $162,510,175 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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THE  ALBERTA  GOVERNMENT  TELEPHONES 
EMPLOYEES'  PENSION  AND  DEATH  BENEFIT  FUND 

BALANCE  SHEET  AS  AT  DECEMBER  31,  1978 


LIABILITIES 


CURRENT: 
Bank  overdraft 
Accounts  payable 

Mortgage  payable  due  within  one  year 
(Note  7) 

Accrued  mortgage  interest  payable 


LONG  TERM  MORTGAGE  PAYABLE  (Note  7) 
GENERAL  INVESTMENT  RESERVE  (Note  8) 

PENSION  AND  DEATH  BENEFIT  FUND: 
Accumulated  contributions  and 
earnings  less  payments 


356,432 
111,326 

150,000 
6,050 


623,808 


330,000 


450,000 


196,571,806 


171,121 

150,000 
7,940 


329,061 


480,000 


161,701,114 


$197,975,614  $162,510,175 


345 


CO 

LU 

z 

o 

X 

£L 
LU 
—I 
LU 


LU 

z 
or 

LU 
> 

O 

< 

H 

OC 
LU 

m 


Q 
Z 
D 


CO 

en 


CO 


< 
OC 
LU 
Ol 

O 

Li. 

o 

H 
Z 

LU 
LU 


CO 

QC 

LU 
CO 

LU 

o 

LU 
O 

Q 

LU 

o 
z 

LU 

QC 
< 
LU 
> 
LU 
X 

I- 

cc 
o 


fx. 

o 


00 
0D 


0) 

>- 
_o 

a 

£ 


c 

3 
0 

o 
o 

< 

"(/) 
a> 

0) 

>« 
_o 
a 
E 


"O 
0) 
w 

'3 

0) 
DC 


c 

£ 

a 
a 
3 

CO 


>■ 
e 

_3 

o 
> 


> 
_o 

a 

E 

LU 


10 
V 
0) 

>■ 
o 
a 
E 

LU 


LO 

CD 

0 

00 

t — 

\  j 

CN 

r-f- 

XJ 

(•—} 

CD 

1  ^ 

LO 

CO 

CD 

<— - 

CO 

CD 

00 



LO 

CN 

CN 

O 

0 

0 

CD 

r*x 

CnJ 

\r  J 

Pi") 

UJ 

CN 

CN 

CN 

Q 

lO 

0 

CO 

Lf> 

CN 

oo" 

00 

CN 

CO 

CO 

T— 

S» 

s> 

^* 

CO 

O 

0 

CO 

CO 

CO 

00 

CD 

p\j 

CD 

00 

CD 

0 

rr^ 

U  J 

UJ 

CN 

LO 

00 

CD 

CO 

1 
1 

CN 

CO 

CO 

O 

LO 

C_J 

LO 

U  J 

UJ 

LO 

CO 

LO 

|\ 

LO 

CN 

CO 

CN 

r- 

co" 

CN 

O 

CD 

CM 

CO 

CD 

CD 

CN 

0 

CN 

00 

CN 

CD 

00 

CO 

CO 

00 

CO 

1  ^ 

LO 

CO 

CO 

LU 

^ 

LO 

lo 

00 

00 

1 
1 

00 

LO 

uj 

CN 

uj 

CD 

CO 

^* 

00 

CN 

CO 

^> 

00 

CM 

&) 

CN 

CN 

co" 

00 

CO 

CO 

00 

- — . 
LO 

CO 

O 

CN 

CN 

CN 

fY"l 
LA^ 

>j 

CN 

CD 

LO 

CO 

T— L 

'""1. 

00 

CN 

LO 

00 

00 

0 

CN 

1 
1 

LO 

| 

LO 

O 

* — 

CM 

CO 

00 

,— t- 

LO 

CN 

oo 

00 

CD 

CO 

CO 

CD 

LO 

a> 

«- 

Lf) 

co" 

LO 

LO 

ifi 

CO 

00 

- — - 

CM 

CO 

CN 

UJ 

1  ^» 

LO 

00 

t— f- 

CO 

^ — > 

/ — \ 

1 

Csl 

CN 

CD 

00 

00 

00 

1 
1 

1 
1 

CO 

LO 

LO 

r>. 

CN 

00 

CO 

CO 

CO 

LO 

CO 

CO 

CN 

CN 

CO 

LO 

0 

CD 

*~ 

CN 

f  n 

CO 

CO 

CO 

00 

I~~ 

no 

CD 

CO 

CO 

vj*j 

CO 

CO 

O 

00 

CD 

CN 

CO 

1 

1 

1 
1 

00 

00 

CO 

CO 

lO 

CD 

CM 

CN 

CM 

LO 

CO 

CN 

CN 

r 

1  ^ 

1 

( — s 

00 

LO 

CO 

o~) 

CD 

CD 

Q 

- 
O 

00 

CO 

CN 

1 
1 

1 
1 

1 
1 

O 

CO 

O0 

CO 

CO 

00 

00 

LO 

px 

CO 

r— 

T3 
0 


rr 
< 

LU 
> 
Li_ 

o 

CD 


LU 
CO 

I— 
< 
LU 

CJ 

< 
_i 

< 
CO 


C/3 
CD 

a> 
> 
_o 

Q. 

E 

CD 


— -  O 


CO 

CD  o 


if) 

c 

CD  0 


00 
c 
o 

-Q 


' —  CD 

+->  >- 

m  0 

c  **— 

._  co 

c  c 
co 


Q-  CL 

co 


c 
o 

cn 
c 


CD 


. .  c 

Q  U  LU  t~ 

< 


CO 


>-  0 

0  c 
co 

C  co 

co  .2 


co  o 
C 

£  S 

CO  c 

CD  o 


c 

CD 

E 

>    CO  M_ 

..emu 

U    w  r 

3  c  v  10 

Q  CD  >  0 
m   0-  >  Q 


CO 

c  c 

CO  0 

co  a. 

c  1- 

O  CD 

'§  - 

u  0 

•c  o 

c 

o 

CJ 


< 

UJ 

> 
o 

Q 


< 
LU 

CJ 

z 
< 

_l 

< 

CO 


346 


THE  ALBERTA  GOVERNMENT  TELEPHONES 
EMPLOYEES'  PENSION  AND  DEATH  BENEFIT  FUND 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 


FUNDS  WERE  PROVIDED  FROM: 


1978  1977 


OPERATIONS: 

Earnings,  net  $  16,706,800  $  13,222,617 
Appropriation  to  general  investment 

reserve  450,000 

Provision  for  non-repayment  of  mortgage                                            27,150  500,000 

Amortization  of  bond  discounts  and  premiums                                      9,800  11,138 

Amortization  of  mortgage  discounts   480   447 

17,194,230  13,734,202 

Contributions,  net  after  payments                                                 18,163,892  16,542,766 

Disposal  of  land                                                                              —  1,381,332 

Decrease  in  long  term  receivables                                                    367,518  367,518 

35,725,640  32,025,818 


FUNDS  WERE  APPLIED  TO: 

Increase  in  bonds  and  debentures  16,846,873  2,971,798 

Increase  in  mortgages  receivable  14,079,669  20,258,917 

Increase  in  shares  at  cost  1,163,279  9,865,063 

Deposit  on  securities  (100,690)  100,690 

Decrease  in  long  term  mortgage  payable  150,000  150,000 

32,139,131  33,346,468 


INCREASE  (DECREASE)  IN  WORKING  CAPITAL  $    3,586,509  $(1,320,650) 
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THE  ALBERTA  GOVERNMENT  TELEPHONES 
EMPLOYEES'  PENSION  AND  DEATH  BENEFIT  FUND 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 


Note  1  AUTHORITY 

The  Alberta  Government  Telephones  Employees'  Pension  and  Death  Benefit  Fund  operates 
under  the  authority  of  The  Alberta  Government  Telephones  Act,  Chapter  12,  Revised  Statutes 
of  Alberta  1970. 

Note  2     ADMINISTRATION  EXPENSES 

All  administration  expenses  are  provided  by  The  Alberta  Government  Telephones  Commis- 
sion to  the  Pension  Fund  at  no  cost. 

Note  3     LONG  TERM  RECEIVABLES 

The  long  term  receivables  arose  from  the  sale  of  shares  and  debentures  and  are  repayable  by 
February  1981  at  an  interest  rate  of  9%  per  year. 

Note  4     BONDS  AND  DEBENTURES 

Bonds  and  debentures  consist  of: 


Government  of  Canada,  direct 

and  guaranteed 
Provincial,  direct  and  guaranteed 
Municipal  and  school  district 
Corporations 

Par  Value 

Amortized  cost 

Approximate  market  value 

Note  5     MORTGAGES  RECEIVABLE,  NET 

Mortgages  receivable,  net  consist  of: 


National  Housing  Act  mortgages 
Mortgages  insured  by  The  Mortgage 

Insurance  Company  of  Canada 
Other  first  mortgages 


1978 

$  10,573,000 
15,723,000 
1,787,000 
51,533,429 


1978 


20,770,821 
31,457,256 

87,429,564 


1977 

$  5,008,000 
12,338,000 
2,483,000 
42,829,877 


$  79,616,429  $  62,658,877 
$  79,501,199  $  62,664,126 
$  72,605,250        $  58,354,650 


1977 


$  35,201,487        $  22,356,353 


22,378,902 
28,615,600 

73,350,855 


Less:  Allowance  for  uncollectible 
mortgage 

Unearned  discounts 


527,150 
532,423 

1,059,573 


500,000 
532,903 

1,032,903 


$  86,369,991        $  72,317,952 
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Note  6     SHARES,  AT  COST 

Shares,  at  cost  consist  of: 


Common 
Preferred 
Warrants 


Approximate  market  value 


1978 

$  15,867,065 
2,360,000 


1977 

$  14,902,986 
2,160,000 
800 


$  18,227,065        $  17,063,786 


$  18,938,960        $  18,652,720 


Note  7     LONG  TERM  MORTGAGE  PAYABLE 

This  mortgage  is  secured  on  property  not  owned  by  the  Pension  Fund  but  upon  which  it  holds 
a  mortgage  receivable.  Annual  repayments  of  principal  with  interest  at  10%  are  due  as 
follows: 

1979  &  1980    —  $150,000  per  year 
1981  —  $180,000. 

Note  8     EARNINGS,  NET 

Earnings,  net  consist  of: 


1978 

1977 

Mortgage  receivable  income 

3>  o,bL)y,z1z 

$    b, 900, 254 

Deduct: 

Provision  for  non-repayment 

of  mortgage 

27,150 

500,000 

Management  service  fees 

105,890 

88,279 

Mortgage  interest  expense 

61,110 

76,110 

194,150 

664,389 

Mortgage  receivable  income,  net 

8,415,062 

6,235,865 

Bond  and  debenture  income 

5,978,876 

5,262,547 

Dividends 

1,563,004 

470,457 

Gain  on  sale  of  land 

584,331 

Profit  on  sale  of  shares  and 

warrants 

639,693 

80,439 

Interest  on  short  term 

investments 

442,735 

317,433 

Interest  on  iong  term 

receivables 

92,630 

98,482 

Interest  on  agreement  for  sale 

35,000 

105,000 

Land  option  income 

33,889 

Profit  (loss)  on  sale  of  bonds 

(36,182) 

18,650 

Other  interest,  net 

25,982 

15,524 

17,156,800 

13,222,617 

Deduct: 

Appropriation  to  general 

investment  reserve 

450,000 

$  16,706,800        $  13,222,617 


Note  9     ACTUARIAL  VALUATION 

An  independent  actuarial  valuation  of  the  Pension  Fund  as  at  December  31 , 1977  indicated  no 
unfunded  liability.  In  the  opinion  of  the  actuaries,  the  Fund  as  constituted  at  the  valuation  date, 
together  with  contributions  expected  to  be  received,  is  sufficient  to  provide  the  benefits  under 
the  Plan  as  they  fall  due. 
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PACIFIC  WESTERN  AIRLINES  LTD. 
FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 

Auditor's  Report 
Consolidated  Balance  Sheet 
Consolidated  Statement  of  Earnings 
Consolidated  Statement  of  Retained  Earnings 
Consolidated  Statement  of  Changes  in  Financial  Position 
Notes  to  Consolidated  Financial  Statements 

AUDITOR'S  REPORT 

To  the  Shareholders  of 

Pacific  Western  Airlines  Ltd. 

We  have  examined  the  consolidated  balance  sheet  of  Pacific  Western  Airlines  Ltd.  as  at 
December  31,  1978  and  the  consolidated  statements  of  earnings,  retained  earnings  and 
changes  in  financial  position  for  the  year  then  ended.  Our  examination  of  the  financial 
statements  of  Pacific  Western  Airlines  Ltd.  and  those  companies  of  which  we  are  the 
auditors  and  which  are  consolidated  in  these  financial  statements  was  made  in  accordance 
with  generally  accepted  auditing  standards,  and  accordingly  included  such  tests  and  other 
procedures  as  we  considered  necessary  in  the  circumstances.  We  have  relied  on  the  report 
of  the  auditors  who  examined  the  financial  statements  of  the  other  subsidiary. 

In  our  opinion,  these  consolidated  financial  statements  present  fairly  the  financial  position 
of  the  company  as  at  December  31 , 1978  and  the  results  of  its  operations  and  the  changes  in 
its  financial  position  for  the  year  then  ended  in  accordance  with  generally  accepted 
accounting  principles  applied  on  a  basis  consistent  with  that  of  the  preceding  year  after 
giving  retroactive  effect  to  the  change  in  accounting  for  leased  flight  equipment  referred  to 
in  Note  2  of  the  notes  to  the  consolidated  financial  statements. 


Vancouver,  B.C.  PEAT,  MARWICK,  MITCHELL  &  CO. 

February  16,  1979  Chartered  Accountants 
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PACIFIC  WESTERN  AIRLINES  LTD. 


CONSOLIDATED  BALANCE  SHEET 
DECEMBER  31,  1978 

(with  comparative  figures  for  1977) 
ASSETS 


Current  assets: 
Cash  and  short-term  deposits 
Accounts  receivable 

Inventory  of  parts,  materials  and  supplies  at 
the  lower  of  cost  or  net  realizable  value 
Prepaid  expenses  and  other  current  assets 

Total  current  assets 
Investments  (Note  4) 

Mortgages  and  loans  receivable,  net  of  current  portion 
Property  and  equipment,  at  cost: 
Flight  equipment 

Land,  building  and  ground  facilities 
Less  accumulated  depreciation 


Deposits  on  new  flight  equipment 

Property  and  equipment,  net 
Deferred  charges,  at  cost  less  amortization 
Goodwill,  at  cost  less  amortization 


1978 


$  35,217,370 
18,619,331 

5,770,250 
1,157,258 

60,764,209 
151,978,910 
1,574,116 

155,051,181 
20,913,836 

175,965,017 
35,640,915 

140,324,102 
4,926,476 

145,250,578 
673,595 
1,718,800 


1977 
(Restated) 

$  4,878,860 
11,695,542 


3,805,796 
938,346 

21,318,544 

677,552 

119,405,137 
19,151,658 

138,556,795 
38,348,223 

100,208,572 
1,141,209 

101,349,781 
308,175 
1,767,908 


$361,960,208 


$125,421,960 


On  behalf  of  the  Board: 

R.R.  McDANIEL,  Chairman  of  the  Board 

C.W.  BRAZIER,  Q.C.,  Director 

See  accompanying  notes  to 
consolidated  financial  statements. 
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PACIFIC  WESTERN  AIRLINES  LTD. 


CONSOLIDATED  BALANCE  SHEET 
DECEMBER  31,  1978 

(with  comparative  figures  for  1977) 
LIABILITIES  AND  SHAREHOLDERS'  EQUITY 


Current  liabilities: 
Accounts  payable  and  accrued  expenses 
Current  portion  of  long-term  debt 
Unearned  transportation  revenue 
Dividends  payable 

Deposits  on  sale  of  flight  equipment  (Notes  6  and  11) 

Total  current  liabilities 
Long-term  debt  (Notes  5  and  6) 
Minority  interests  (Note  7) 
Shareholders'  equity: 
Capital  stock  (Note  8) 

Retained  earnings  per  accompanying  statement 

Total  shareholders'  equity 
Commitments  (Note  11) 


1978 


;  29,681,678 
9,232,966 
3,551,522 
3,081,511 
1,186,900 

46,734,577 
58,951,722 
220,308,715 

8,589,861 
27,375,333 

35,965,194 


1977 
(Restated) 

19,015,538 
8,626,755 
2,879,353 


30,521,646 
67,086,601 


8,589,861 
19,223,852 

27,813,713 


$361,960,208  $125,421,960 
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PACIFIC  WESTERN  AIRLINES  LTD. 


CONSOLIDATED  STATEMENT  OF  EARNINGS 
YEAR  ENDED  DECEMBER  31,  1978 

(with  comparative  figures  for  1977) 


1978 

1977 
(Restated) 

Operating  revenues: 
Mainline: 
Passenger 
Cargo 
Mail 

$110,136,390 
12,351,302 
2,572,646 

$  77,720,633 
9,139,774 
1,953,183 

Total  mainline 
Charter 

Helicopter  and  avionics 
Outside  sales  and  other  income 

125,060,338 
49,222,088 
1,325,275 
2,823,494 

88,813,590 
41,041,399 

1,365,390 

Operating  expenses: 
Flying  operations 
Maintenance 
Commercial  services 
Helicopter  and  avionics 
General  and  administrative 

178,431,195 

64,615,470 
27,419,177 
48,989,312 
1,081,007 
14,665,801 

131,220,379 

49,234,018 
19,493,661 
34,612,778 

10,035,432 

Total  operating  expenses 

156,770,767 

113,375,889 

Operating  income  before  depreciation  and  amortization 
Depreciation 

Amortization  of  goodwill  and  deferred  charges 

21,660,428 
9,292,411 
210,845 

17,844,490 
8,335,582 
141,346 

9,503,256 

8,476,928 

Operating  income 
Gain  on  disposal  of  property  and  equipment 
Interest  expense,  net  (Note  5) 

12,157,172 
2,962,674 
(2,924,827) 

9,367,562 
377,665 
(6,499,398) 

Earnings  before  income  taxes 
Income  taxes 

12,195,019 

1  oon  Ann. 

1 ,320,435 

3,245,829 

Earnings  before  minority  interest 
iviinonxy  inxeresi 

10,874,584 

O  QQO  CCQ 

3,245,829 

Earnings  before  extraordinary  item 
Reduction  of  income  taxes  (Note  1(f)) 

7,981,925 
464,587 

3,245,829 

Net  earnings 

$  8,446,512 

3,245,829 

Earnings  per  common  share  (Note  9): 
Earnings  before  extraordinary  item 

$3.06 

$1.23 

Net  earnings 

$3.24 

$1.23 
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PACIFIC  WESTERN  AIRLINES  LTD. 

CONSOLIDATED  STATEMENT  OF  RETAINED  EARNINGS 
DECEMBER  31,  1978 

(with  comparative  figures  for  1977) 

1978  1977 

(Restated) 

Balance  at  beginning  of  year  as  restated  (Note  2)                             $  19,223,852  $  16,099,606 

Net  earnings                                                                                 8,446,512  3,245,829 

27,670,364  19,345,435 

Cost  of  issuing  shares  in  subsidiary,  net  of  income  taxes                          173,448  — 

Dividends                                                                                        121,583  121,583 

295,031  121,583 


Balance  at  end  of  year  $  27,375,333       $  19,223,852 


PACIFIC  WESTERN  AIRLINES  LTD. 

CONSOLIDATED  STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 

DECEMBER  31,  1978 

(with  comparative  figures  for  1977) 


Funds  provided  by: 
Operations: 

Earnings  before  extraordinary  item 
Add  charges  not  requiring  working  capital 

Funds  provided  by  operations 
Long-term  debt 
Disposal  of  equipment 
Issue  of  preferred  shares  by  a  subsidiary 

Total  funds  provided 

Funds  applied  to: 
Property  and  equipment 
Long-term  debt 
Dividends 

Purchase  of  Transair  Limited  shares 
Working  capital  deficiency  of  Transair 

Limited  at  date  of  acquisition 
Deposits  on  flight  equipment 
Cost  of  issuance  of  preferred  shares  of  subsidiary 
Investments 
Other,  net 

Total  funds  applied 


1978 


$  7,981,925 
7,020,782 

15,002,707 
3,200,000 
8,431,077 
220,000,000 

246,633,784 


21,525,889 
27,939,796 
121,583 
5,489,717 

11,985,936 
3,785,267 
173,448 
151,978,910 
400,504 

223,401,050 


1977 
(Restated) 


$  3,245,829 
8,045,642 

11,291,471 
3,826,806 
523,078 

15,641,355 

4,281,404 
12,268,265 
121,583 


1,141,209 


90,861 
17,903,322 


Increase  (decrease)  in  working  capital 


$  23,232,734       $  (2,261,967) 
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PACIFIC  WESTERN  AIRLINES  LTD. 


NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 

Note  1      Accounting  policies: 

(a)  Basis  of  consolidation: 

The  consolidated  financial  statements  include  the  accounts  of  the  company  and  the 

following  subsidiaries: 

Wholly-owned: 

Aero  Engineering  Limited  (inactive) 

B.C.  Air  Lines  Limited  (inactive) 

Pacific  Western  Airlines  (Alberta)  Ltd.  (inactive) 
Partially-owned: 

Pacific  Western  (Alberta)  Ltd. 

Transair  Limited  (96.52%  owned) 

Wholly-owned  subsidiaries  of  Transair  Limited: 
Midwest  Airlines  Ltd. 
Arctic  Wings  Limited  (inactive) 
Aircraft  Services  (Western)  Limited  (inactive) 
All  significant  inter-company  loans  and  transactions  have  been  eliminated  on  consolida- 
tion. 

(b)  Conversion  of  foreign  currencies: 

Current  assets  and  current  liabilities  in  foreign  currencies  have  been  translated  into 
Canadian  dollars  at  the  rate  of  exchange  in  effect  at  the  balance  sheet  date.  Long-term 
debt  payable  in  foreign  currencies  is  carried  at  rates  prevailing  at  dates  of  issue  orforward 
exchange  contract  rates.  Gains  and  losses  resulting  from  foreign  exchange  conversions 
are  reflected  in  the  earnings  for  the  year. 

(c)  Property  and  equipment: 

Costs  of  repairs,  renewals  and  replacements,  including  majorflight  equipment  overhauls, 
are  charged  to  earnings  except  for  those  expenditures  which  improve  or  extend  the 
useful  life  of  assets  or  which  relate  to  pre-acquisition  hours.  Upon  retirement  or  disposal 
of  equipment,  the  cost  and  related  depreciation  are  removed  from  the  accounts  and  gain 
or  loss,  if  any,  is  reflected  in  the  earnings  for  the  year. 

Depreciation  is  provided  at  the  following  straight-line  rates,  except  for  aircraft  rotable 
spare  parts  where  depreciation  is  based  on  the  diminishing  balance  at  a  rate  of  121/2%  per 
annum  to  a  15%  residual: 

Useful  Residual 
Life  Value 

Flight  equipment: 

Jet  aircraft  14  -  18  years  15% 

Turbo  Prop  aircraft  5 -15  years  15% 

Helicopters  15  years  15% 

Buildings  10 -20  years  — 

Ground  equipment  5 -10  years  — 

Flight  equipment  includes  the  capitalized  value  of  leased  aircraft  (see  also  Note  2)  which 
have  a  net  book  value  at  December  31,  1978,  of  $40,539,808  (1977  -  $43,794,368). 

(d)  Deferred  charges: 

Costs  incurred  in  corporate  re-organizations  have  been  deferred.  These  costs  are  being 
amortized  over  five  years  from  the  date  incurred. 

(e)  Goodwill: 

While  management  is  of  the  opinion  that  none  of  the  recorded  goodwill,  which  arose  in 
prior  years  on  acquisition  of  subsidiaries  and  routes,  has  diminished  in  value,  in  accord- 
ance with  the  recommendation  of  the  Canadian  Institute  of  Chartered  Accountants, 
goodwill  is  being  amortized  over  a  period  of  forty  years  commencing  January  1,  1974. 
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(f)  Income  taxes: 

The  company  and  its  wholly-owned  subsidiaries  are  exempt  from  taxation  under  Section 
149(1  )(d)  of  the  Income  Tax  Act. 

Certain  subsidiaries,  however,  are  not  tax  exempt  and  accordingly  these  companies 
follow  income  tax  allocation  principles  of  recording  income  taxes  based  on  their  account- 
ing income. 

Deferred  income  tax  recoveries  of  $464,587  shown  as  an  extraordinary  item  in  the 
statement  of  earnings  have  resulted  from  utilizing  losses  and  capital  cost  allowances 
carried  forward  from  prioryears,  the  benefits  of  which  had  not  previously  been  recorded. 
At  December  31 ,  1978,  the  capital  cost  of  allowances  available  to  a  taxable  subsidiary  as 
deductions  against  taxable  income  in  future  exceeds  its  book  value  of  depreciable  assets 
by  $6,212,000.  Deferred  income  taxes  have  not  been  recorded  with  respect  to  this 
amount. 

(g)  Approval  of  consolidated  financial  statements: 

These  consolidated  financial  statement  have  been  prepared  taking  into  consideration 
events  occurring  between  December  31,  1978,  and  February  16,  1979,  the  date  of  their 
approval  by  the  Audit  Committee. 

Note  2     Retroactive  change  in  accounting  policy: 

In  order  to  comply  with  the  recommendations  issued  in  1978  by  the  Canadian  Institute  of 
Chartered  Accountants,  the  policy  relating  to  capital  leases  of  flight  equipment  described  in 
Note  1  was  adopted  effective  January  1,  1978,  on  a  retroactive  basis.  Prior  to  1978,  the 
Company  did  not  reflect  on  its  balance  sheet  the  cost  and  related  obligation  for  capital  leases 
of  flight  equipment  and  all  rental  payments  were  charged  directly  to  earnings.  A  summary  of 
the  restatement  of  previously  reported  figures  follows: 


Retained 

Retained 

Earnings 

Net 

Earnings 

December  31, 

Earnings 

December  31, 

Effect  of 

1977 

1977 

1976 

Reversal  of  previous  rental  expense 

$39,907,618 

$  8,380,759 

$31,526,859 

Expenses  now  recorded: 

Depreciation 

17,326,584 

3,742,677 

13,583,907 

Interest 

24,151,940 

4,338,115 

19,813,825 

Net  restatement 

(1,570,906) 

299,967 

(1,870,873) 

Previously  reported 

20,794,758 

2,945,862 

17,970,479 

As  restated 

$19,223,852 

$  3,245,829 

$16,099,606 

The  effect  of  this  accounting  change  for  the  year  ended  December  31,  1978,  has  been  to 
increase  net  earnings  for  the  year  by  $352,397  ($.14  per  share). 


Note  3     Acquisition  of  Transair  Limited: 

Effective  April  30,  1 978,  the  company  acquired  72.88%  of  the  outstanding  common  shares  of 
Transair  Limited  and  since  that  date  the  Company  has  acquired  an  additional  23.64%  of  the 
outstanding  common  share  of  that  company.  The  acquisition  of  Transair  Limited  has  been 
accounted  for  by  the  purchase  method  whereby  assets  acquired  and  liabilities  assumed  are 
recorded  at  their  cost  to  the  purchaser.  Although  the  consolidated  statement  of  earnings 
includes  $776,405  being  the  company's  portion  of  the  net  earnings  for  the  period  from  May  1, 
1978  to  December  31, 1978,  the  net  earnings  of  Transair  Limited  for  the  year  ended  December 
31,  1978  amounted  to  $279,677. 
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Note  3     Acquisition  of  Transair  Limited,  continued: 


$000 


A  summary  of  the  acquisition  is  as  follows: 

Tangible  assets  of  Transair  Limited  at  book  value  32,496 

Liabilities  assumed  31,984 

512 

Adjustment  to  fair  values  of  tangible  assets  and  liabilities  5,189 

5,701 

Minority  interest   2JM 

Consideration  for  net  tangible  assets  5,490 

Net  assets  acquired  are  represented  by: 

Property  and  equipment  33,351 

Other  assets  962 

Working  capital  deficiency  (11,986) 

Long-term  liabilities  (16,604) 

Deferred  income  taxes  (22) 

Minority  interest  (21 1) 


5,490 


Note  4  Investments: 

These  investments  are  short-term  deposits.  It  is  intended  that  these  funds  will  be  used  to 
purchase  additional  flight  equipment  and  accordingly  have  not  been  included  in  current 
assets. 


Note  5     Lont-term  debt: 


1978  1977 


Canadian  bank  term  loans  at  various  rates  ranging  from 
primeto  prime  plus  1%  payable  by  instalments  in  1979, 
secured  by  chattel  mortgages  on  various  aircraft 
and  spare  parts  and  by  a  general  assignment 

of  accounts  receivable  $    810,400  $11,788,948 

6%  term  loans  from  Export-Import  Bank  of  United  States 
payable  in  U.S.  funds  by  semi-annual  instalments 
to  June  1985,  guaranteed  by  certain  Canadian  banks 
who  hold  chattel  mortgages  on  various  aircraft. 

(U.S.  $17,899,647;  1977  -  $15,514,764)  18,423,602  15,486,472 

Lease-purchase  obligations  on  various  flight  equipment 
payable  by  monthly  and  quarterly  instalments 

at  various  dates  up  to  1991  40,854,223  46,090,686 

Other  agreements  and  notes  payable,  bearing  interest 
up  to  prime  plus  1%  and  payable  at  various  dates 

to  1981,  including  U.S.  $5,863,854  (1977  -  NIL)  8,096,463  2,347,250 

68,184,688  75,713,356 

Less  current  portion  9,232,966  8,626,755 

$58,951,722  $67,086,601 

The  effect  of  translating  the  non-current  portion  of  U.S.  debt  at  the  current  rate  of  exchange 
would  be  to  increase  the  liability  by  $3,100,000  (1977  -  $1,513,000). 

Interest  on  long-term  debt  for  the  year  ended  December  31,  1978,  amounted  to  $6,584,000 
(1977  -  $6,782,000). 
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Note  6     Debt  maturity: 

Maturities  of  long-term  debt  for  the  next  five  years  are  as  follows: 


1978  —  B737 

—  Other 

1979  —  F-28 

—  Other 

1980 
1981 
1982 
1983 


Note  7     Minority  interests: 


Note  9 


1978 

$ 

4,646,000 
9,233,000 
10,530,000 
9,449,000 
8,089,000 
7,640,000 

$49,587,000 


1977 

$  2,866,000 
8,627,000 

7,505,000 
9,014,000 
7,166,000 
7,404,000 


$42,582,000 


Minority  interest  include  $220,000,000  of  preferred  shares  issued  by  a  subsidiary  company 
which  have  preferred  rights  on  liquidation  and  carry  a  cumulative  dividend  variable  with 
current  bank  lending  rates,  payable  semi-annually  commencing  December  31,  1978.  These 
shares  have  an  annual  mandatory  sinking  fund  redemption  of  $16,500,000  from  June  30, 
1982,  to  June  30,  1989,  inclusive  and  the  remaining  $88,000,000  are  to  be  redeemed  on  June 
30,  1990. 

The  shareholder  is  entitled  to  require  redemption  or  the  purchase  by  the  company  in  certain 
circumstances  of  default  or  winding  up  of  the  company. 

These  shares  are  redeemable  at  the  option  of  the  subsidiary  company  on  June  30,  1981 ,  at  a 
premium  of  3%,  such  premium  reducing  annually  by  1%  until  1983. 


Note  8     Capital  stock: 


$2.20  redeemable  preferred  shares  series  A 

without  nominal  or  par  value. 

Authorized  120,000  shares  outstanding  NIL 

(1977  -  55,265  shares) 
Common  shares  without  nominal  or  par  value. 

Authorized  5,000,000  shares;  issued  2,770,356 

(1977  -  2,549,296)  shares 


1978 


$  — 


8,589,861 
$  8,589,861 


1977 


$  1,630,318 


6,959,543 
$  8,589,861 


Note  10 


On  December  1,  1978,  each  of  the  outstanding  $2.20  redeemable  preferred  shares  Series  A 
were  exchanged  for  4  common  shares  of  the  company. 

Earnings  per  common  share: 

The  per  share  figures  have  been  computed  by  dividing  the  earnings  figures  after  payment 
of  preferred  share  dividends  by  the  average  number  of  common  shares  outstanding  during 
each  year. 

If  the  $2.20  redeemable  preferred  shares  Series  A  had  been  exchanged  at  the  beginning  of 
1978,  the  earnings  per  share  figures  for  1978  would  have  been  $2.88  and  $3.05,  respectively 
(1977  fully  diluted  earnings  per  share  $1.17). 

Remuneration  of  directors  and  senior  officers: 

Aggregate  remuneration  of  directors,  senior  officers  and  certain  operating  personnel  of  the 
company,  as  defined  by  the  B.C.  Companies  Act,  amounts  to  $1,056,164  for  the  year. 
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Note  11  Commitments: 


(a)  The  company  has  the  following  commitments  relating  to  aircraft  purchases: 

Estimated  Cost 

Aircraft  Type  in  U.S.  Dollars      Delivery  Date 

B737  $  8,700,000  February,  1979 

B737  9,200,000  November,  1979 

B737  9,600,000  April,  1980 

B767  35,150,000  March,  1983 

B767  35,400,000  April,  1983 

B767  40,150,000  November,  1983 

B767  40,850,000  April,  1984 

In  addition  the  company  has  options  to  purchase  the  following  aircraft: 

B737  $  9,900,000  August,  1980 

B737  10,300,000  January,  1981 

B767  39,700,000  March,  1985 

B767  41,200,000  November,  1985 

(b)  With  respect  to  the  employee  pension  plans,  the  company  and  a  subsidiary  have  an 
estimated  unfunded  commitment  at  December  31,  1978,  of  $1,959,000. 

Special  payments  are  being  made  to  fund  this  commitment  at  an  annual  rate  of  approxi- 
mately $360,000  which  will  be  charged  to  earnings  as  it  is  paid. 

(c)  The  company  has  executed  an  agreement  to  sell  one  Boeing  707-320C  aircraft  fordelivery 
in  May,  1979.  The  net  gain  on  the  sale  of  the  aircraft  is  estimated  to  be  $3,000,000. 

(d)  A  subsidiary  company,  Transair  Limited,  has  executed  an  agreement  to  sell  its  two  F-28 
aircraft  and  related  parts  inventory  for  delivery  in  February  and  June  1979.  Subsequent  to 
the  year-end,  Transair  has  repaid  the  full  amount  of  long-term  debt  related  to  these 
aircraft  (see  Note  6).  There  will  be  no  material  gain  on  the  sale  of  these  aircraft. 

Note  12    Anti-inflation  legislation: 

The  company  believes  it  has  complied  with  controls  on  prices,  profits,  compensation  and 
dividends  under  the  Canadian  Government  Anti-Inflation  Programme  which  terminated  in 
1978. 
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TWO  HILLS  CHEMICAL  COMPANY  LTD. 


FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 


Auditor's  Report 
Balance  Sheet 

Statement  of  Loss  and  Retained  Earnings 
Statement  of  Changes  in  Financial  Position 
Notes  to  the  Financial  Statements 


To  the  Shareholders  of 

Two  Hills  Chemical  Company  Ltd. 

We  have  examined  the  balance  sheet  of  Two  Hills  Chemical  Company  Ltd.  as  at  December 
31,  1978  and  the  statements  of  loss  and  retained  earnings  and  of  changes  in  financial 
position  for  the  year  then  ended.  Our  examination  was  made  in  accordance  with  generally 
accepted  auditing  standards,  and  accordingly  included  such  tests  and  other  procedures  as 
we  considered  necessary  in  the  circumstances. 

In  our  opinion,  these  financial  statements  present  fairly  the  financial  position  of  the  com- 
pany as  at  December  31,  1978  and  the  results  of  its  operations  and  the  changes  in  its 
financial  position  for  the  year  then  ended  in  accordance  with  generally  accepted  accounting 
principles  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


AUDITOR'S  REPORT 


Edmonton,  Alberta 
February  2,  1979 


Chartered  Accountants 
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TWO  HILLS  CHEMICAL  COMPANY  LTD. 
(Under  The  Companies  Act,  Alberta) 

BALANCE  SHEET 
AS  AT  DECEMBER  31,  1978 

(with  prior  year's  figures  for  comparison) 
ASSETS 


CURRENT  ASSETS: 
Cash 

Accounts  receivable 
Accrued  fuel  gas  rebate 
Income  taxes  recoverable 
Inventories  (Note  2) 

Total  current  assets 

PROPERTY,  PLANT  AND  EQUIPMENT  (Note  3) 
Less  accumulated  depreciation 

Net  property,  plant  and  equipment 
Total 


1978 

$  74,325 
218 
105,086 
4,024 
146,583 

330,236 

99,026 
42,480 

56,546 
$386,782 


1977 

$211,903 
2,973 
38,717 

123,894 
377,487 

97,142 
30,545 

66,597 
$444,084 


LIABILITIES  AND  SHAREHOLDERS'  EQUITY 


CURRENT  LIABILITIES: 
Accounts  payable  —  trade 
Employee  deductions  payable 
Accrued  wages  payable 
Accrued  holiday  pay 
Other  accrued  expenses 
Income  taxes 
Due  to  shareholder 

Total  current  liabilities 

DEFERRED  INCOME  TAXES 

SHAREHOLDERS'  EQUITY: 
Share  capital: 
Authorized  —  20,000  shares 

without  nominal  or  par  value 
maximum  consideration  not  to  exceed  $20,000 
Issued  —  100  shares 
Less  unpaid  thereon 

Net  share  capital 
Retained  earnings 

Total  shareholders'  equity 


$159,728 
25,570 

6,350 
25,866 

9,000 

134,507 
361,021 
4,500 


21,261 
21,261 


$158,291 
26,986 
7,673 
22,222 
1 1 ,804 
9,200 
167,347 

403,523 

4,200 


36,361 
36,361 


Total 


$386,782 


$444,084 


The  accompanying  notes  are  an  integral 
part  of  the  financial  statements. 
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TWO  HILLS  CHEMICAL  COMPANY  LTD. 

STATEMENT  OF  LOSS  AND  RETAINED  EARNINGS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

(with  prior  year's  figures  for  comparison) 


1978 

1977 

1 1 N  \s W  IVI  C  . 

Tollinn  fppc 
i  u ii  ii  i y  i ceo 

\/ARIARI  F  Pn^T^  /NntP  A] 

04U,  kJZJkJ 

GROSS  MARGIN 

1,275,015 

1,221,008 

PLANT  PERIOD  COSTS: 

Operating  labour 

287,098 

212,244 

Maintenance  labour 

155,927 

157,525 

Maintenance  material 

137,730 

146,348 

Maintenance  major  expenditures 

106,835 

97,390 

Outside  services 

3,731 

6,528 

D  I  ,0  /  1 

aa  n"3i 

Utilities 

48,536 

57,882 

Communications 

14,180 

11,350 

Property  related  expenses 

95,521 

89,541 

Miscellaneous  freight  expense 

9,841 

16,590 

Environment  control 

2,450 

Engineering  services 

49,002 

50,185 

Sundry  expense 

486 

1,695 

Total  plant  period  costs 

973,208 

891,309 

Less  expenses  recovered 

4,032 

13,545 

Net  plant  period  costs 

969,176 

877,764 

INCOME  BEFORE  THE  UNDERNOTED 

305,839 

343,244 

HU  IVI  1  IN  1 0  1  rtM  1  1  V  C  tArtlNOLJ. 

Q  3  1  q  noH  1 3  hni  i  r 
Odldi  IcU  IdUUUI 

I  66,  I  0/ 

Employee  related  expenses 

51,677 

39,751 

Management  and  other  professional  fees 

67,092 

70,047 

Plant  development  programs 

88,652 

— 

Total  plant  administrative  expenses 

329,839 

242,955 

(LOSS)  INCOME  BEFORE  THE  UNDERNOTED 

(24,000) 

100,289 

OTHER  EXPENSE: 

Loss  on  sale  of  equipment 

— 

926 

(LOSS)  INCOME  BEFORE  INCOME  TAXES 

AND  EXTRAORDINARY  ITEM 

(24,000) 

99,363 

(RECOVERY  OF)  PROVISION  FOR  INCOME  TAXES 

(8,900) 

40,300 

(LOSS)  INCOME  BEFORE  EXTRAORDINARY  ITEM 

(15,100) 

59,063 

EXTRAORDINARY  ITEM  —  reduction  in  income  taxes  as  a 

result  of  application  of  loss  carried  forward 

26,900 

NET  (LOSS)  INCOME  FOR  THE  YEAR 

(15,100) 

85,963 

RETAINED  EARNINGS  (DEFICIT)  AT  BEGINNING  OF  THE  YEAR 

36,361 

(49,602 

RETAINED  EARNINGS  AT  END  OF  YEAR 

$  21,261 

$  36,361 
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TWO  HILLS  CHEMICAL  COMPANY  LTD. 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1978 

(with  prior  year's  figures  for  comparison) 


WORKING  CAPITAL  PROVIDED: 
From  operations: 
Net  income  for  the  year 
Items  not  affecting  working  capital: 
Depreciation 
Deferred  income  taxes 
Loss  on  sale  of  equipment 

Provided  from  operations 
Proceed  from  sale  of  equipment 

Total 

WORKING  CAPITAL  APPLIED: 
To  operations: 
Net  loss  for  the  year 
Items  not  affecting  working  capital: 
Depreciation 
Deferred  income  taxes 

Applied  to  operations 
Additions  to  property,  plant  and  equipment 

Total 

(DECREASE)  INCREASE  IN  WORKING  CAPITAL  DEFICIENCY 

FOR  THE  YEAR 
WORKING  CAPITAL  DEFICIENCY  AT  BEGINNING  OF  YEAR 


1978 


$  - 


15,100 

11,935 
300 

2,865 
1,884 

4,749 


(4,749) 
26,036 


1977 


$  85,963 

14,027 
4,200 
926 

105,116 
750 

105,866 


37,856 
37,856 


68,010 
94,046 


WORKING  CAPITAL  DEFICIENCY  AT  END  OF  YEAR 


$  30,785 


$  26,036 
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TWO  HILLS  CHEMICAL  COMPANY  LTD. 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1978 

Note  1      Significant  Accounting  Policies: 
Tolling  fees 

The  company  has  entered  into  an  agreement,  which  expires  December  31,  1979,  with  a 
shareholder  to  process  on  an  exclusive  basis  certain  products  for  which  a  tolling  fee  is 
charged. 

Inventories 

Inventories  are  valued  at  the  lower  of  cost  or  replacement  cost. 
Property,  plant  and  equipment 

At  the  commencement  of  operations,  January  1,  1974,  the  company  acquired  property,  plant 
and  equipment  at  a  nominal  cost  of  $1.  All  subsequent  acquisitions  have  been  recorded  at 
cost.  Buildings  and  equipment  are  depreciated  using  the  diminishing-balance  method. 

Income  taxes 

Income  taxes  are  accounted  for  using  the  tax-allocation  basis,  under  which  income  taxes  are 
provided  in  the  year  transactions  affect  net  income,  regardless  of  when  such  transactions  are 
recognized  for  tax  purposes.  Timing  differences  giving  rise  to  deferred  income  taxes  relate 
primarily  to  claiming  capital  cost  allowances  for  income  tax  purposes  in  excess  of  deprecia- 
tion charged  in  the  financial  statements. 

Note  2  Inventories: 

The  major  categories  of  inventories  are: 

1978  1977 

Raw  materials  $      790  $  4,161 

Consumable  chemicals  11,553  8,814 

Packaging  supplies  38,889  25,431 

Pallets  7,677  — 

Maintenance  stores  87,674  85,488 

$146,583  $123,894 


Note  3     Property,  Plant  and  Equipment: 

The  major  categories  of  property,  plant  and  equipment  and  related  accumulated  depreciation 
are  as  follows: 

Property,  Plant  Accumulated 
and  Equipment  Depreciation 


1978 

1977 

1978 

1977 

Rate 

Buildings: 

Maintenance  stores 

$  19,416 

$  19,416 

$  6,377 

$  4,929 

10% 

Administration 

6,282 

6,282 

2,160 

1,702 

10% 

Safety 

5,764 

5,764 

1,982 

1,562 

10% 

Total  buildings 

31,462 

31,462 

10,519 

8,193 

Plant  equipment 

56,189 

56,555 

24,550 

16,640 

20% 

Automotive  equipment 

11,375 

9,125 

7,411 

5,712 

30% 

Total 

$  99,026 

$  97,142 

$  42,480 

$  30,545 

The  total  depreciation  provided 

in  the  current  year  was  $1 1,935  (1977 

-  $14,027). 
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Variable  Costs: 

Variable  costs  consist  of  the  following: 


1978  1977 

Labour 
Raw  material 

Fuel  gas,  steam  and  electricity 
Packaging  materials 
Royalties 

$846,595  $576,951 


$187,799 
148,158 
298,131 
212,507 


$151,788 
98,760 
195,778 
125,059 
5,566 


Note  5     Natural  Gas  Rebates: 

The  company  receives  natural  gas  rebates  from  the  Alberta  Government  based  on  the  amount 
of  natural  gas  used.  The  gross  cost  of  natural  gas  used  and  the  related  rebates  for  1 978  are  as 
follows: 

Gross  cost  of  gas  supply  $519,342 
Less:  Alberta  Government  Natural  Gas  Rebates  189,886 

Net  cost  of  gas  supply  $329,456 
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The  following  extract  is  taken  from  Alberta  Hansard  dated  October  26, 1 977.  It  records  the  comments  of 
the  former  Provincial  Treasurer,  The  Hon.  Merv  Leitch,  Q.C.,  during  debate  on  The  Auditor  General  Actin 
which  he  outlines  the  general  philosophy  behind  the  reporting  mandate  contained  in  subsections 
19(2)(d)  and  19(2)(e): 

"At  this  point,  Mr.  Speaker,  I  believe  it  would  be  appropriate  for  me  to  comment  on  the  question  of 
management  auditing  or  value  accounting  or  value  for  money  spent  —  all  those  phrases  having  a 
similar  connotation  —  and  say  to  the  members  of  the  Assembly  that  while  the  role  of  the  Auditor 
General  has  been  very,  very  substantially  expanded  over  what  is  now  provided  for  in  the  legislation, 
in  my  judgement  it  does  not  get  into  the  area  of  encouraging  or  leading  the  Auditor  General  to  report 
on  matters  of  policy.  I  doubt  that  I  need  say  any  more  on  the  question  of  whether  that  is  appropriate, 
because  it  seems  self-evident  to  me  that  the  Auditor  General  ought  not  to  be  involved  in  reporting 
on  or  commenting  on  matters  of  policy.  That  is  surely  solely  for  the  Members  of  the  Legislative 
Assembly. 

On  the  question  of  management  auditing  or  value  accounting,  I  simply  want  to  draw  members' 
attention  to  the  fact  that  in  this  bill  the  concentration  on  matters  of  economy,  efficiency,  and 
effectiveness  is  related  to  the  systems  that  are  in  place,  or  are  not  in  place  but  should  be  in  place,  or 
that  are  in  place  but  are  not  being  followed,  and  that  we  would  expect  the  Auditor  General  to 
concentrate  his  comments  on.  In  short,  the  Auditor  General  would  be  examining  whether  manage- 
ment has  systems  in  place  to  measure  the  economy,  effectiveness,  and  efficiency  of  its  programs 
and,  if  it  doesn't  have  those  systems  in  place,  commenting  on  that  fact,  where  such  systems  in  the 
view  of  the  Auditor  General  would  be  appropriate  or,  if  the  systems  are  in  place,  pointing  out  to  the 
members  of  the  Assembly  where  they're  not  being  followed. 

I  could  use  an  example  of  the  important  distinction  between  the  way  those  matters  are  dealt  with  in 
this  legislation  and  in  other  pieces  of  legislation  in  the  country.  For  example,  the  federal  legislation 
refers  to  the  Auditor  General  commenting  on  whether  value  has  been  obtained  for  money  or 
whether  its  been  efficiently  spent.  In  reviewing  that  legislation,  the  federal  Auditor  General  drewthis 
distinction  between  the  former  legislation  and  the  bill  then  before  the  federal  House  by  saying  that 
under  the  former  legislation  if  Parliament  had  decided  to  expend  moneys  to  build  a  dock  it  was  the 
role  of  the  Auditor  General  to  ensure  that  the  money  was  indeed  spent  on  the  dock.  He  went  on  to 
say  that  under  the  terms  of  the  then  proposed  federal  bill,  it  would  be  up  to  the  Auditor  General  to 
judge  whether  Parliament  had  gotten  the  best  dock  for  the  money  spent. 

In  my  judgment,  Mr.  Speaker,  that  is  not  the  route  we  ought  to  follow  because,  as  the  Auditor 
General  then  pointed  out,  he  would  expect  his  office  to  be  expanded  and  he  would  need  industrial 
engineers  and  people  like  that  working  in  his  office.  In  short,  with  that  kind  of  approach,  the 
Assembly  would  vote  money  to  build  a  bridge,  the  government  would  get  on  with  building  it,  the 
Auditor  General  would  hire  engineers,  because  no  one's  going  to  suggest  that  he  or  the  people 
normally  on  his  staff  would  have  the  capacity  to  judge  whether  you  got  a  good  bridge  or  built  it  the 
right  way,  they  would  in  turn  examine  whether  the  bridge  was  built  efficiently,  effectively,  or  what 
have  you,  and  that  would  be  reported  to  the  Assembly.  Surely  it  doesn't  take  very  much  contempla- 
tion or  imagination  to  demonstrate  the  difficulty  that's  going  to  lead  to.  For  example,  the  govern- 
ment engineers  who  built  it  are  obviously  of  the  view  that  it  was  built  efficiently,  effectively,  and 
properly.  Should  the  Auditor  General  get  a  different  opinion,  who's  going  to  say  which  is  right? 
We're  going  to  need  more  engineers  to  check  on  the  engineers  of  the  Auditor  General,  who  were 
checking  on  the  government's  engineers. 

Mr.  Speaker,  in  our  view  that  is  not  the  effective,  efficient,  or  economic  way  to  go.  We  think  the 
preferable  way  is  for  the  Auditor  General  to  examine  whether  we  have  systems  in  place  to  ensure 
that  we've  gone  about  the  business  of  building  the  bridge  in  an  efficient,  effective,  economical  way. 
That's  an  appropriate  role  for  the  Auditor  General  to  play,  and  the  people  now  on  his  staff  can 
certainly  do  that.  Where  he  is  of  the  view  that  there  are  not  effective  systems  or  that  they  haven't 
been  followed,  it  would  be  appropriate  and  expected  of  him  to  report  that  to  the  Assembly." 
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ALBERTA  LEGISLATIVE  ASSEMBLY 
OFFICE  OF  THE  AUDITOR  GENERAL 
STATEMENT  OF  RECEIPTS  AND  DISBURSEMENTS 

MARCH  31,  1979 

AUDITOR'S  REPORT 

To  the  Chairman 

Select  Standing  Committee 

on  the  Offices  of  the  Auditor  General 

and  Ombudsman 

We  have  examined  the  statement  of  receipts  and  disbursements  of  the  Office  of  the  Auditor 
General  forthe  year  ended  March  31, 1979.  Our  examination  was  made  in  accordance  with 
generally  accepted  auditing  standards,  and  accordingly  included  such  tests  and  other 
procedures  as  we  considered  necessary  in  the  circumstances. 

In  our  opinion,  this  financial  statement  presents  fairly  the  receipts  and  disbursements  of  the 
Office  for  the  year  ended  March  31, 1979  in  accordance  with  the  disclosed  basis  of  account- 
ing described  in  Note  2  to  the  financial  statement. 


Edmonton,  Alberta 


September  14,  1979  Chartered  Accountants 
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ALBERTA  LEGISLATIVE  ASSEMBLY 
OFFICE  OF  THE  AUDITOR  GENERAL 

STATEMENT  OF  RECEIPTS  AND  DISBURSEMENTS 
FOR  THE  YEAR  ENDED  MARCH  31,  1979 


RECEIPTS 
Audit  fees 
Miscellaneous 


DISBURSEMENTS 
Salaries  and  wages 
Professional  services 
Travel  expenses 
Data  processing  and  services 
Employer  contributions 
Materials  and  supplies 
Equipment  purchases 
Allowances  and  supplementary  benefits 
Rental  of  equipment 
Hospitality 
Freight  and  postage 
Repairs  and  maintenance  of  equipment 
Insurance 

Telephone  and  communications 


Excess  of  disbursements  over  receipts  for  the  year 
Contributions  from  the  Province  of  Alberta 


$  288,760 
1,623 

290,383 


3,011,011 
269,642 
137,405 
135,741 
79,053 
65,214 
59,733 
30,670 
11,977 
7,441 
3,563 
2,367 
989 

 933 

3,815,739 

3,525,356 
3,525,356 

$  Nil 
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ALBERTA  LEGISLATIVE  ASSEMBLY 
OFFICE  OF  THE  AUDITOR  GENERAL 

NOTES  TO  FINANCIAL  STATEMENT 
MARCH  31,  1979 

Note  1  Authority 

The  Office  of  the  Auditor  General  operates  under  the  authority  of  The  Auditor  General  Act, 
Chapter  56,  Statutes  of  Alberta  1977. 

Note  2     Significant  accounting  policies  and  reporting  procedures 

Receipts  are  reported  on  a  cash  basis  whereas  disbursements  include  accounts  payable  for 
goods  received  and  services  rendered  to  March  31,  1979. 

Receipts  have  been  credited  as  revenue  to  the  General  Revenue  Fund  of  the  Province  and  all 
disbursements  have  been  made  therefrom. 

Note  3     Office  accommodation 

Office  accommodation  and  certain  other  overhead  costs  incurred  in  the  administration  of  the 
Office  have  been  paid  by  the  Province  of  Alberta  and,  accordingly,  are  not  reflected  in  this 
financial  statement. 

Note  4     Comparative  figures 

Inasmuch  as  The  Auditor  General  Act  came  into  force  on  April  1,  1978,  comparative  figures 
cannot  be  presented. 

Note  5     Approval  of  financial  statement 

This  financial  statement  was  approved  by  management  on  September  24,  1979. 
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CHAPTER  56 
THE  AUDITOR  GENERAL  ACT 

( A ssented  to  No vember  10,  1977) 


HER  MAJESTY,  by  and  with  the  advice  and  consent  of  the 
Legislative  Assembly  of  Alberta,  enacts  as  follows: 


1(1)  In  this  Act, 


(a)  "Auditor  General'1  means  the  Auditor  General  of 
Alberta; 

(b)  "Crown-controlled  organization1 '  means 

(i)  a  corporation  that  is  incorporated  by  or  under  an 
Act  of  the  Legislature,  other  than  a  local  or  private  Act, 
one  or  more  but  less  than  a  majority  of  whose  members 
or  directors  are  appointed  or  designated,  either  by  their 
personal  names  or  by  their  names  of  office,  by  an  Act  of 
the  Legislature  or  regulations  under  an  Act  of  the  Legis- 
lature, by  an  order  of  the  Lieutenant  Governor  in 
Council  or  of  a  Minister  of  the  Crown  or  by  any 
combination  thereof,  or 

(ii)  an  unincorporated  board,  commission,  council  or 
other  body  that  is  not  a  department  or  part  of  a 
department,  one  or  more  but  less  than  a  majority  of 
whose  members  are  appointed  or  designated,  either  by 
their  personal  names  or  by  their  names  of  office,  by  an 
Act  of  the  Legislature  or  regulations  under  an  Act  of  the 
Legislature,  by  an  order  of  the  Lieutenant  Governor  in 
Council  or  of  a  Minister  of  the  Crown  or  by  any 
combination  thereof. 


that  is  responsible  for  the  administration  of  public  money  or 
assets  owned  by  the  Crown,  and  includes  a  corporation, 
more  than  50%  but  less  than  100%  of  whose  issued  voting 
shares  are  owned  by  the  Crown  or  held  in  trust  for  the 
Crown  or  are  partly  owned  by  the  Crown  and  partly  held  in 
trust  for  the  Crown; 
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(c)  "department' 1  means  a  department  as  defined  in  section 
1  of  The  Financial  Administration  Act,  1977  and  includes 


(i)  the  officers  and  employees  of  the  Legislative 
Assembly, 

(ii)  the  Ombudsman  and  the  staff  of  the  Office  of  the 
Ombudsman,  and 

(iii)  the  Chief  Electoral  Officer  and  the  staff  of  the 
Office  of  the  Chief  Electoral  Officer; 

(d)  "employee  of  the  Office  of  the  Auditor  General1' 
includes  a  person  engaged  on  a  fee  basis  by  the  Auditor 
General; 

(e)  "public  money"  means  public  money  as  defined  in  The 
Financial  Administration  Act,  1977  and  includes  money  form- 
ing part  of  the  Treasury  Branches  Deposits  Fund; 

(f)  "regulated  fund"  means  a  regulated  fund  as  defined  in 
The  Financial  Administration  Act,  1977  and  includes  the 
Treasury  Branches  Deposits  Fund; 

(g)  "Select  Standing  Committee"  means  the  Select  Stand- 
ing Committee  on  the  Office  of  the  Auditor  General; 

(h)  "voting  share"  means  a  share  of  any  class  of  shares  of  a 
corporation  carrying  full  or  limited  voting  rights  ordinarily 
exercisable  at  meetings  of  shareholders  of  the  corporation  or 
a  share  of  any  class  of  shares  of  a  corporation  carrying  voting 
rights  by  reason  of  a  contingency  that  has  occurred  and  is 
continuing. 

(2)  Except  as  provided  in  subsection  (1),  words  or  expressions 
defined  in  The  Financial  Administration  Act,  1977  have  the  same 
meaning  in  this  Act. 


2(1)  There  is  hereby  established  a  select  standing  committee  of 
the  Assembly  called  the  "Select  Standing  Committee  on  the 
Office  of  the  Auditor  General"  consisting  of  9  members,  one  of 
whom  shall  be  the  chairman  and  another  of  whom  shall  be  the 
deputy  chairman. 

(2)  The  members  of  the  Select  Standing  Committee  and  its 
chairman  and  deputy  chairman  shall  be  appointed  at  the 
commencement  of  each  session  in  the  same  way  that  members, 
chairmen  and  deputy  chairmen  are  appointed  to  other  select 
standing  committees  of  the  Assembly. 

(3)  In  the  absence  of  the  chairman  and  deputy  chairman  at  a 
meeting  of  the  Select  Standing  Committee,  the  members  pre- 
sent shall  appoint  a  member  to  preside  at  that  meeting. 


Establishment 
of  select 
standing 
committee 
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(4)  The  Select  Standing  Committee  may,  without  leave  of  the 
Assembly,  sit  during  a  period  when  the  Assembly  is  adjourned 
or  after  prorogation  of  the  Legislature. 

(5)  For  the  purposes  of  The  Financial  Administration  Act,  1977,  a 
person  who  holds  the  office  of  chairman  or  deputy  chairman  of 
the  Select  Standing  Committee  at  the  time  of  a  dissolution  of 
the  Legislature  continues  to  hold  the  office  of  chairman  or 
deputy  chairman  until  the  day  preceding  the  date  fixed  by 
Proclamation  for  the  next  sitting  of  the  Legislature  to  begin. 


3(1)  There  shall  be  appointed  pursuant  to  this  Act  an  Auditor 
General  who  shall  be  an  officer  of  the  Legislature. 

(2)  Subject  to  section  6,  the  Lieutenant  Governor  in  Council 
shall  appoint  the  Auditor  General,  on  the  recommendation  of 
the  Assembly,  for  a  term  not  exceeding  8  years. 

(3)  An  Auditor  General  is  eligible  for  reappointment  under 
subsection  (2). 


4  The  Auditor  General  may  at  any  time  resign  his  office  by 
writing  addressed  to  the  Speaker  of  the  Assembly  or,  if  there  is 
no  Speaker  or  if  the  Speaker  is  absent  from  Alberta,  to  the 
Clerk  of  the  Assembly. 


5  On  the  recommendation  of  the  Assembly,  the  Lieutenant 
Governor  in  Council  may,  at  any  time,  suspend  or  remove  the 
Auditor  General  from  office. 


6(1)  If  a  vacancy  in  the  office  of  the  Auditor  General  occurs 
while  the  Legislature  is  in  session  but  no  recommendation  is 
made  by  the  Assembly  before  the  close  of  that  session,  subsec- 
tion (2)  applies  as  if  the  vacancy  had  occurred  while  the  Legisla- 
ture was  not  in  session. 

(2)  If  a  vacancy  occurs  while  the  Legislature  is  not  in  session, 
the  Lieutenant  Governor  in  Council,  on  the  recommendation  of 
the  Select  Standing  Committee,  may  appoint  an  Auditor  Gener- 
al to  fill  the  vacancy  and  unless  his  office  sooner  becomes 
vacant,  the  person  so  appointed  holds  office  until  an  Auditor 
General  is  appointed  under  section  3,  but  if  an  appointment 
under  section  3  is  not  made  within  30  days  after  the  com- 
mencement of  the  next  ensuing  session,  the  appointment  under 
this  subsection  lapses  and  there  shall  be  deemed  to  be  another 
vacancy  in  the  office  of  Auditor  General. 


7(1)  The  Auditor  General  shall  be  paid  a  salary  at  a  rate  set  by 
the  Select  Standing  Committee  and  the  Select  Standing  Com- 
mittee shall  review  that  salary  rate  at  least  once  a  year. 
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(2)  The  Auditor  General  shall  receive  similar  benefits  as  are 
provided  to  Deputy  Ministers. 


\cling  Auditor      8(1)  The  Auditor  General  may  appoint  an  employee  of  the 
Office  of  the  Auditor  General  as  Acting  Auditor  General. 


(2)  If  there  is  neither  an  Auditor  General  nor  an  Acting 
Auditor  General,  the  Lieutenant  Governor  in  Council  may 
appoint  a  person  as  Acting  Auditor  General  to  hold  office  until 
an  Acting  Auditor  General  is  appointed  under  subsection  (1). 

(3)  In  the  event  of  the  absence  or  inability  to  act  of  the  Auditor 
General,  or  when  there  is  a  vacancy  in  the  office  of  the  Auditor 
General,  the  Acting  Auditor  General  has  all  the  powers  and 
shall  perform  the  duties  of  the  Auditor  General. 


officeonhe  9(1)  There  shall  be  a  department  of  the  public  service  of 
Auditor  General  Alberta  called  the  Office  of  the  Auditor  General  consisting  of 
the  Auditor  General  and  those  persons  employed  pursuant  to 
The  Public  Service  Act  as  are  necessary  to  assist  the  Auditor 
General  in  carrying  out  his  functions  under  this  or  any  other 
Act. 


(2)  On  the  recommendation  of  the  Auditor  General,  the  Select 
Standing  Committee  may,  by  resolution,  direct  that  any  regula- 
tion, order  or  directive  made  under  The  Public  Service  Act  ox  The 
Financial  Administration  Act,  1977  ox  any  allocation,  designation 
or  other  decision  of  the  Public  Service  Commissioner  under  The 
Public  Service  Act  be  inapplicable  to,  or  be  varied  in  its  operation 
in  respect  of,  the  Office  of  the  Auditor  General. 

(3)  A  direction  made  under  subsection  (2)  in  relation  to  a 
regulation,  order  or  directive  made  under  The  Financial  Admin- 
istration Act,  /977operates  notwithstanding  that  Act. 


tngagement  of  10  The  Auditor  General  may  engage,  on  a  fee  basis,  any 
basisces  °n  fee  person  to  act  as  his  agent  for  the  purpose  of  conducting  an  audit 
or  examination  that  the  Auditor  General  is  empowered  or 
required  to  conduct  or  to  perform  a  service  that  the  Auditor 
General  considers  necessary  in  order  to  properly  exercise  or 
perform  his  powers  and  duties. 


Delegation  of  11(1)  Subject  to  subsection  (2),  the  Auditor  General  may 
power  or  duty      delegate  to  an  employee  of  the  Office  of  the  Auditor  General 

any  power  or  duty  conferred  or  imposed  on  the  Auditor  General 

by  this  or  any  other  Act. 

(2)  The  Auditor  General  may  not  delegate  a  power  or  duty  to 
report 
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(a)  to  the  Assembly  or  a  committee  of  the  Assembly, 
without  the  consent  of  the  Assembly  or  the  committee  to 
which  the  report  is  to  be  made,  or 

(b)  to  the  Lieutenant  Governor  in  Council,  without  the 
consent  of  the  Lieutenant  Governor  in  Council. 


Auditor  General     12   The  Auditor  General 

as  auditor 

(a)  is  the  auditor  of  every  department,  regulated  fund, 
revolving  fund  and  Provincial  agency,  and 

(b)  may  with  the  approval  of  the  Select  Standing  Committee 
be  appointed  by  a  Crown-controlled  organization  or  any 
other  organization  or  body  as  the  auditor  of  that  Crown- 
controlled  organization  or  other  organization  or  body. 


13(1)  The  Auditor  General  shall  submit  annually  to  the  Select 
Standing  Committee  an  estimate  of  the  sums  that  will  be 
required  to  be  provided  by  the  Legislature  for  the  payment  of 
the  salaries,  allowances  and  expenses  of  the  Office  of  the 
Auditor  General  during  the  next  ensuing  fiscal  year. 

(2)  The  Select  Standing  Committee  shall  review  each  estimate 
submitted  pursuant  to  subsection  (1)  and,  upon  completion  of 
the  review,  the  chairman  of  the  Committee  shall  submit  the 
estimate  to  the  Treasurer  for  inclusion  in  the  estimates. 

(3)  Where  at  any  time  the  Legislative  Assembly  is  not  in 
session  the  Select  Standing  Committee,  or  if  there  is  no  Select 
Standing  Committee,  the  Provincial  Treasurer, 

(a)  reports  that  the  Auditor  General  has  certified  that  in  the 
public  interest,  an  expenditure  of  public  money  is  urgently 
required  in  respect  to  any  matter  pertaining  to  his  office,  and 

(b)  reports  either  that 

(i)  there  is  no  supply  vote  under  which  an  expenditure 
with  respect  to  that  matter  may  be  made,  or 

(ii)  there  is  a  supply  vote  under  which  an  expenditure 
with  respect  to  that  matter  may  be  made  but  the 
authority  available  under  the  supply  vote  is  insufficient, 

the  Lieutenant  Governor  in  Council  may  order  a  special  warrant 
to  be  prepared  to  be  signed  by  himself  authorizing  the  expendi- 
ture of  the  amount  estimated  to  be  required. 

(4)  Where  the  Legislative  Assembly  is  adjourned  for  a  period 
of  more  than  14  days  then,  for  the  purposes  of  subsection  (3), 
the  Assembly  shall  be  deemed  not  to  be  in  session  during  the 
period  of  the  adjournment. 
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(5)  Where  a  special  warrant  is  prepared  and  signed  under 
subsection  (3)  on  the  basis  of  a  report  referred  to  in  subsection 
(3)(b)(i),  the  authority  to  spend  the  amount  of  money  specified 
in  the  special  warrant  for  the  purpose  specified  in  the  special 
warrant  is  deemed  to  be  a  supply  vote  for  the  purposes  of  The 
Financial  Administration  Act,  1977 for  the  fiscal  year  in  which  the 
special  warrant  is  signed. 

(6)  Where  a  special  warrant  is  prepared  and  signed  under 
subsection  (3)  on  the  basis  of  a  report  referred  to  in  subsection 
(3)(b)(ii),  the  authority  to  spend  the  amount  of  money  speci- 
fied in  the  special  warrant  is,  for  the  purposes  of  The  Financial 
Administration  Act,  1977,  added  to  and  deemed  to  be  part  of  the 
supply  vote  to  which  the  report  relates. 

(7)  Where  a  special  warrant  has  been  prepared  and  signed 
pursuant  to  this  section,  the  amounts  authorized  by  it  are 
deemed  to  be  included  in,  and  not  to  be  in  addition  to,  the 
amounts  authorized  by  the  Act,  not  being  an  Act  for  interim 
supply,  enacted  next  after  it  for  granting  to  Her  Majesty  sums  of 
money  to  defray  certain  expenditures  of  the  Public  Service  of 
Alberta. 


Auditor  General     14  The  Auditor  General  may  charge  fees  for  professional  ser- 
may  charge  fees     vjces  ren(iered  by  his  Office  on  a  basis  approved  by  the  Select 
Standing  Committee. 


Access  to  15(1)  The  Auditor  General  is  entitled  to  access  at  all  reason- 

information  a5[e  tjmes  tQ 

(a)  the  records  of  a  department,  fund  administrator  or  Pro- 
vincial agency,  and 

(b)  electronic  data  processing  equipment  owned  or  leased  by 
a  department,  fund  administrator  or  Provincial  agency, 

for  any  purpose  related  to  the  exercise  or  performance  of  his 
powers  and  duties  under  this  or  any  other  Act. 

(2)  A  public  employee,  public  official  or  personal  service  con- 
tractor shall  give  to  the  Auditor  General  any  information, 
reports  or  explanations  that  the  Auditor  General  considers 
necessary  to  enable  him  to  exercise  or  perform  his  powers  and 
duties  under  this  or  any  other  Act. 

(3)  The  Auditor  General  may  station  in  the  offices  of  any 
department,  fund  administrator  or  Provincial  agency,  any  em- 
ployee of  the  Office  of  the  Auditor  General  for  the  purpose  of 
enabling  the  Auditor  General  to  more  effectively  exercise  or 
perform  his  powers  and  duties  undisr  this  or  any  other  Act,  and 
the  department,  fund  administrator  or  Provincial  agency  shall 
provide  the  necessary  office  accommodation  for  an  employee  so 
stationed. 
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(4)  The  Auditor  General  or  an  employee  of  the  Office  of  the 
Auditor  General  who  receives  information  from  a  person  whose 
right  to  disclose  that  information  is  restricted  by  law,  holds  that 
information  under  the  same  restrictions  respecting  disclosure  as 
governed  the  person  from  whom  the  information  was  obtained. 


16(1)  If  the  accounts  of  a  Crown-controlled  organization  are 
audited  other  than  by  the  Auditor  General,  the  person  perform- 
ing the  audit  shall 

(a)  deliver  to  the  Auditor  General  immediately  after  com- 
pleting the  audit  a  copy  of  the  report  of  his  findings  and  his 
recommendations  to  management  and  a  copy  of  the  audited 
financial  statements  of  the  Crown-controlled  organization, 

(b)  make  available  immediately  to  the  Auditor  General 
upon  his  request  all  working  papers,  reports,  schedules  and 
other  documents  in  respect  of  the  audit  or  in  respect  of  any 
other  audit  of  the  Crown-controlled  organization  specified  in 
the  request,  and 

(c)  provide  immediately  to  the  Auditor  General  upon  his 
request  a  full  explanation  of  the  work  performed,  tests  and 
examination  made  and  the  results  obtained,  and  any  other 
information  within  the  knowledge  of  the  person  in  respect  of 
the  Crown-controlled  organization. 

(2)  If  any  information,  explanation  or  document  required  to  be 
delivered  to  or  requested  by  the  Auditor  General  under  subsec- 
tion (1)  is  not  delivered,  made  available  or  provided  to  him  or  if 
the  Auditor  General  is  of  the  opinion  that  any  information, 
explanation  or  document  that  is  delivered,  made  available  or 
provided  to  him  pursuant  to  subsection  (1)  is  not  adequate  to 
permit  him  to  exercise  or  perform  his  powers  and  duties  under 
this  or  any  other  Act,  the  Auditor  General  may  make  any 
additional  examination  or  investigation  of  the  records  and  oper- 
ations of  the  Crown-controlled  organization  that  he  considers 
necessary. 


17(1)  The  Auditor  General  shall  perform  such  special  duties  as 
may  be  specified  by  the  Assembly. 

(2)  The  Auditor  General  shall  perform  such  special  duties  as 
may  be  specified  by  the  Executive  Council,  but  only  if  those 
special  duties  do  not  conflict  with  or  impair  the  exercise  or 
performance  of  any  of  his  powers  and  duties  under  this  or  any 
other  Act. 


18(1)  After  the  end  of  each  fiscal  year  of  the  Crown,  the 
Auditor  General  shall  report  to  the  Assembly  on  the  financial 
statements  of  the  Crown  for  that  fiscal  year. 
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(2)  A  report  of  the  Auditor  General  under  subsection  (1)  shall 

(a)  include  a  statement  as  to  whether,  in  his  opinion,  the 
financial  statements  present  fairly  the  financial  position, 
results  of  operations  and  changes  in  financial  position  of  the 
Crown  in  accordance  with  the  disclosed  accounting  prin- 
ciples, and  as  to  whether  they  are  on  a  basis  consistent  with 
that  of  the  preceding  fiscal  year, 

(b)  where  the  report  contains  a  reservation  of  opinion  by 
the  Auditor  General,  state  his  reasons  for  that  reservation 
and  indicate  the  effect  of  any  deficiency  on  the  financial 
statements,  and 

(c)  include  any  other  comments  related  to  his  audit  of  the 
financial  statements  that  he  considers  appropriate. 


Annual  report  19(1)  After  the  end  of  a  fiscal  year  of  the  Crown,  the  Auditor 
General'0'         General  shall  report  to  the  Legislative  Assembly 

(a)  on  the  work  of  his  office,  and 

(b)  on  whether,  in  carrying  on  the  work  of  his  office,  he 
received  all  the  information,  reports  and  explanations  he 
required. 

(2)  A  report  of  the  Auditor  General  under  subsection  (1)  shall 
include  the  results  of  his  examinations  of  the  organizations  of 
which  he  is  the  auditor,  giving  details  of  any  reservation  of 
opinion  made  in  an  audit  report,  and  shall  call  attention  to  every 
case  in  which  he  has  observed  that 

(a)  collections  of  public  money 

(i)  have  not  been  effected  as  required  under  the 
various  Acts  and  regulations,  directives  or  orders  under 
those  Acts, 

(ii)  have  not  been  fully  accounted  for,  or 

(iii)  have  not  been  properly  reflected  in  the  accounts, 

(b)  disbursements  of  public  money 

(i)  have  not  been  made  in  accordance  with  the  authori- 
ty of  a  supply  vote.  Heritage  Fund  vote  or  relevant  Act, 

(ii)  have  not  complied  with  regulations,  directives  or 
orders  applicable  to  those  disbursements,  or 

(iii)  have  not  been  properly  reflected  in  the  accounts, 

(c)  assets  acquired,  administered  or  otherwise  held  have  not 
been  adequately  safeguarded  or  accounted  for, 
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(d)  accounting  systems  and  management  control  systems, 
including  those  systems  designed  to  ensure  economy  and 
efficiency,  that  relate  to  revenue,  disbursements,  the  preser- 
vation or  use  of  assets  or  the  determination  of  liabilities 
were  not  in  existence,  were  inadequate  or  had  not  been 
complied  with,  or 

(e)  where  appropriate  and  reasonable  procedures  could  have 
been  used  to  measure  and  report  on  the  effectiveness  of 
programs,  those  procedures  were  either  not  established  or 
were  not  being  complied  with, 

and  shall  call  attention  to  any  other  case  that  he  considers 
should  be  brought  to  the  notice  of  the  Assembly. 

(3)  In  a  report  under  subsection  (1),  the  Auditor  General  may 

(a)  comment  on  the  financial  statements  of  the  Crown, 
Provincial  agencies.  Crown-controlled  organizations  or  any 
other  organization  or  body  of  which  he  is  the  auditor  on  any 
matter  contained  in  them  and  on 

(i)  the  accounting  policies  employed,  and 

(ii)  whether  the  substance  of  any  significant  underlying 
financial  matter  that  has  come  to  his  attention  is  ade- 
quately disclosed, 

(b)  include  summarized  information  and  the  financial 
statements  of  an  organization  on  which  he  is  reporting  or 
summaries  of  those  financial  statements,  or 

(c)  comment  on  the  suitability  of  the  form  of  the  estimates 
as  a  basis  for  controlling  disbursements  for  the  fiscal  year 
under  review. 

(4)  The  annual  report  shall  be  presented  by  the  Auditor 
General  to  the  chairman  of  the  Select  Standing  Committee  who 
shall  lay  the  report  before  the  Assembly  forthwith  if  it  is  then 
sitting  or,  if  it  is  not  sitting,  within  15  days  after  the  com- 
mencement of  the  next  sitting. 

(5)  The  Auditor  General  need  not  report  on  deficiencies  in 
systems  or  procedures  otherwise  subject  to  report  under  subsec- 
tion (2)(d)  or  (e)  which,  in  his  opinion,  have  been  or  are  being 
rectified. 


special  repons  .20(1)  The  Auditor  General  may  prepare  a  special  report  to  the 
Assembly  on  any  matter  of  importance  or  urgency  that,  in  his 
opinion,  should  not  be  deferred  until  the  presentation  of  his 
annual  report  under  section  19. 

(2)  A  report  prepared  pursuant  to  this  section  shall  be  pre- 
sented to  the  chairman  of  the  Select  Standing  Committee  who 
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shall  lay  the  report  before  the  Assembly  forthwith  if  it  is  then 
sitting  or,  if  it  is  not  sitting,  within  15  days  after  the  com- 
mencement of  the  next  sitting. 


hsidblishmenl  21  (1)  There  is  hereby  established  a  committee  called  the  Audit 
committee        Committee  consisting  of  not  more  than  7  persons  appointed  as 

members  of  the  Committee  by  the  Lieutenant  Governor  in 

Council. 


(2)  The  Lieutenant  Governor  in  Council  shall  designate  one  of 
the  members  of  the  Audit  Committee  as  chairman. 

(3)  The  Lieutenant  Governor  in  Council  may  authorize,  fix 
and  provide  for  the  payment  of  remuneration  and  expenses  to 
the  members  of  the  Audit  Committee. 


Meetings  of  22(1)  The  Audit  Committee  may  make  rules,  not  inconsistent 
Audit  committee  wjth  this  Act^  respectjng  the  calling  of,  and  the  conduct  of 

business  at,  its  meetings. 

(2)  The  chairman  of  the  Audit  Committee  shall,  upon  request 
of  the  Auditor  General,  call  a  meeting  of  the  Audit  Committee 
to  review  any  matter  that  the  Auditor  General  considers  should 
be  brought  to  the  attention  of  the  Audit  Committee. 


Information  re  23  The  Auditor  General  shall  give  to  the  Audit  Committee 
resets""?  any  information  that  he  considers  reasonable  and  appropriate  to 
aud"  enable  the  Audit  Committee  to  advise  the  Lieutenant  Governor 

in  Council  on  the  scope  and  results  of  the  Auditor  General's 
audit  of  departments,  regulated  funds,  revolving  funds,  Provin- 
cial agencies  and  Crown-controlled  organizations. 


reports 


Availability  of  24  An  annual  report  of  the  Auditor  General  and  any  special 
report  made  under  section  20  shall  be  made  available  to  the 
Audit  Committee  before  it  is  presented  to  the  chairman  of  the 
Select  Standing  Committee. 


When  report  25  In  a  report  made  under  this  or  any  other  Act  the  Auditor 
General  need  not  report  on  matters  that  are,  in  his  opinion, 
immaterial  or  insignificant. 


supplementary  26  The  Auditor  General  shall,  at  the  request  of  a  select 
standing  committee  of  the  Assembly  engaged  in  reviewing 
financial  statements  of  the  Crown  or  an  organization  of  which 
he  is  the  auditor,  attend  the  meetings  of  the  committee  in  order 
to  give  supplementary  information  to  the  committee  respecting 
the  financial  statements  or  a  report  of  the  Auditor  General. 
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Audit  working  27  Audit  working  papers  of  the  Office  of  the  Auditor  General 
papers  shall  not  be  tabled  in  the  Legislative  Assembly  or  before  a 

Committee  of  the  Legislative  Assembly. 


Report  after  28  The  Auditor  General  shall  as  soon  as  practicable  advise  the 
appropriate  officers  or  employees  of  a  department,  Provincial 
agency  or  Crown-controlled  organization  of  any  matter  discov- 
ered in  his  examinations  that,  in  the  opinion  of  the  Auditor 
General,  is  material  to  the  operation  of  the  department,  Provin- 
cial agency  or  Crown-controlled  organization,  and  shall  as  soon 
as  practicable  advise  the  Treasurer  of  any  of  those  matters  that, 
in  the  opinion  of  the  Auditor  General,  are  material  to  the 
exercise  or  performance  of  the  Treasurer's  powers  and  duties. 


Advice  on  29  The  Auditor  General  may,  at  the  request  of  a  department, 
s^nw.'eK.'  Provincial  agency  or  Crown-controlled  organization  or  any  other 
organization  or  body  of  which  he  is  the  auditor,  provide  advice 
relating  to  the  organization,  systems  and  proposed  course  of 
action  of  the  department.  Provincial  agency  or  Crown-controlled 
or  other  organization  or  body. 


Annuaiaudu  30(1)  The  Select  Standing  Committee  shall  appoint  an  auditor 
to  audit  the  receipts  and  disbursements  of  the  Office  of  the 
Auditor  General. 

(2)  An  auditor  appointed  under  subsection  (1)  has  the  same 
powers  and  shall  perform  the  same  duties  in  relation  to  an  audit 
of  the  receipts  and  disbursements  of  the  Office  of  the  Auditor 
General  as  the  Auditor  General  has  or  performs  in  relation  to 
an  audit  of  the  receipts  and  disbursements  of  a  department. 

(3)  An  auditor  appointed  under  subsection  (1)  shall  report  the 
results  of  his  audit  annually  to  the  Select  Standing  Committee. 

(4)  A  report  made  under  this  section  shall  be  presented  to  the 
chairman  of  the  Select  Standing  Committee  and  to  the  Treasur- 
er for  inclusion  in  the  public  accounts. 


Reference io  _  31  A  reference  to  the  Provincial  Auditor  in  an  Act  of  the 
rovmcia  Auditor  Legjsiature  in  any  regulation,  order  or  directive  made  under  an 
Act  of  the  Legislature  or  in  any  document  or  instrument,  made 
before  the  commencement  of  this  Act  is  deemed  to  be  a 
reference  to  the  Auditor  General,  unless  the  context  otherwise 
requires. 


Acts  amended       32(1)   The  Agricultural  Development  Act  is  amended  by  repealing 
section  8  and  substituting  the  following: 

Auditor  8  The  Auditor  General  is  the  auditor  of  the  Corporation. 
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(2)  The  Alberta  General  Insurance  Company  Act  is  amended  by 
repealing  section  21(2)  and  substituting  the  following: 

(2)  The  Auditor  General  is  the  auditor  of  the  Company. 

(3)  The  Alberta  Government  Telephones  Act  is  amended 

(a)  in  section  8( 1)  by  striking  out  "and  auditing", 

( b)  by  repealing  section  22  and  substituting  the  folio  wing: 

Auditor  22  The    Auditor    General    is    the    auditor    of  the 

commission. 

(c)  in  section  23(1)  by  striking  out  "of  its  financial  transac- 
tions during  the  period'1. 

(4)  The  A  Iberta  Heritage  Sa  vings  Trust  Fund  A  ct  is  amended 

(a)  by  repealing  section  12(1)  and  substituting  the  following: 

Auditor  12(1)  The  Auditor  General  is  the  auditor  of  the  Trust 

Fund. 

(b)  in  section  1 2(2)  by  striking  out  "Provincial  Auditor'1  and 
substituting  "Auditor General". 

(5)  The  Alberta  Historical  Resources  Act  is  amended  by  repealing 
section  31  and  substituting  the  following: 

Auditor  31   The  Auditor  general  is  the  auditor  of  the  Foundation. 

(6)  The  Alberta  Municipal  Financing  Corporation  Act  is  amended 
by  repealing  section  33  and  substituting  the  following: 

Auditor  33  The  Auditor  General  is  the  auditor  of  the  corporation. 

(7)  The  Alberta  Opportunity  Fund  Act  is  amended  in  section  17(3) 
by  striking  out  "Provincial  Auditor"  and  substituting  "Auditor 
General". 

(8)  The  Alberta  Resources  Railway  Corporation  Act  is  amended  by 
repealing  section  25  and  substituting  the  following: 

Auditor  25  The  Auditor  General  is  the  auditor  of  the  Corporation. 

(9)  The  A  Icoholism  and  Drug  A  buse  A  ct  is  amended 

(a)  by  repealing  section  9  and  substituting  the  following: 

Auditor  9  The    Auditor    General    is    the    auditor    of  the 

Commission. 

(b)  in  section  12(1)  by  striking  out  "of  its  accounts  and 
financial  transactions  during  that  period". 
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(10)  The  Alberta  Art  Foundation  Act  is  amended  by  repealing  sec- 
tion 9(1)  and  substituting  the  following: 

Auditor  9(1)  The  Auditor  General  is  the  auditor  of  the  Foundation. 

(11)  The  Cancer  Treatment  and  Prevention  Act  is  amended 

(a)  in  section  13(2)  by  striking  out  "for  the  certification  of  the 
Provincial  Auditor'''  and  substituting  "for  audit  by  the  Audi- 
tor General", 

(b)  in  section  13(3)  by  striking  out  "Provincial  Auditor  or  his 
nominee"  and  substituting  "Auditor  General",  and 

(c)  in  section  14(2)  by  striking  out  "the  statements  prepared 
pursuant  to  section  13,  subsection  (2)  and  certified  by  the 
Provincial  Auditor,"  and  substituting  "the  audited  financial 
statements". 

(12)  The  Colleges  Act  is  amended  by  repealing  section  39  and 
substituting  the  folio  wing: 

Auditor  39  The  Auditor  General  is  the  auditor  of  a  college  board. 

(13)  The  Cultural  Development  Act  is  amended  in  section  7(7)  by 
striking  out  "Provincial  Auditor"  and  substituting  "Auditor 
General". 

(14)  The  Department  of  Go  vernment  Services  A  ct  is  amended 

(a)  in  section  7(3)(d)  by  striking  out  "Provincial  Auditor" 
and  substituting  "Auditor  General". 

(b)  in  section  12(5)  by  striking  out  "Provincial  Auditor"  and 
substituting  "Auditor General". 

(15)  The  Department  of  Housing  and  Public  Works  Act  is  amended 
in  section  16 

(a)  by  repealing  subsection  (1)  and  substituting  the  following: 


^nuai  16(1)  On  or  before  June  15  in  each  year  the  Minister 


(a)  cause  to  be  prepared  a  balance  sheet  and  state- 
ment of  operations  of  the  revolving  fund  for  the 
immediately  preceding  fiscal  year, 

(b)  submit  the  financial  statements  to  the  Auditor 
General. 

(b)  in  subsection  (2)  by  striking  out  "The  statements  as  certi- 
fied by  the  Provincial  Auditor"  and  substituting  "The  audited 
financial  statements",  and 
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(c)  in  subsection  (3)  by  striking  out  "statements  certified  by 
the  Provincial  Auditor"  and  substituting  "audited  financial 
statements". 

(16)  The  Department  of  Social  Services  and  Community  Health  Act 
is  amended  in  section  13 

(a)  in  subsection  (1)0)  by  adding  "if  the  Auditor  General  is 
not  the  auditor  of  a  composite  board,"  before  "provide", 
and 

(b)  in  subsection  (Dig)  by  striking  out  "Provincial  Auditor" 
and  substituting  "Provincial  Treasurer". 

(17)  The  Department  of  Transportation  Act  is  amended  in  section 
13 

(a)  by  repealing  subsection  (1)  and  substituting  the  following: 

13(1)  On  or  before  June  15  in  each  year  the  Minister 
shall 

(a)  cause  to  be  prepared  a  balance  sheet  and  state- 
ment of  operations  of  the  revolving  fund  for  the 
immediately  preceding  fiscal  year,  and 

(b)  submit  the  financial  statements  to  the  Auditor 
General. 

(b)  in  subsection  (2)  by  striking  out  "The  statements  as  certi- 
fied by  the  Provincial  Auditor"  and  substituting  "The  audited 
financial  statements",  and 

(c)  in  subsection  (3)  by  striking  out  "statements  certified  by 
the  Provincial  Auditor"  and  substituting  "audited  financial 
statements". 


(18)  The  Drainage  Districts  Act  is  amended  by  striking  out  "Pro- 
vincial Auditor"  wherever  it  appears  in  the  following  provisions  and 
substituting  "Auditor General": 

section  28; 

section  61  (6). 

(19)  The  Environment  Council  Act  is  amended  by  repealing  section 
8(3)  and  substituting  the  following: 

(3)  The  Auditor  General  is  the  auditor  of  the  Council. 

(20)  The  Glenbow- Alberta  Institute  Act  is  amended  by  repealing 
section  19  and  substituting  the  following: 
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1 9  The  Auditor  General  is  the  auditor  of  the  Institute. 


(21)  The  Hail  and  Crop  Insurance  Act  is  amended  by  repealing 
section  8  and  substituting  the  following: 

Auditor  8  The  Auditor  General  is  the  auditor  of  the  Corporation. 

(22)  The  Alberta  Home  Mortgage  Corporation  Act  is  amended  by 
repealing  section  II  and  substituting  the  following: 

Auditor  11  The  Auditor  General  is  the  auditor  of  the  Corporation. 

(23)  The  A  Iberia  Housing  A  ct  is  amended 

(a)  by  repealing  section  18  and  substituting  the  following: 

Auditor  18  The    Auditor   General    is   the   auditor    of  the 

Corporation. 

(b)  by  repealing  section  1 9(1)  (a)  and  substituting  the  following: 

(a)  audited  financial  statements,  and 

(24)  The  Industrial  Wages  Security  Act  is  amended  in  section  8  by 
striking  out  "Provincial  Auditor"  wherever  it  occurs  and  substitut- 
ing "Provincial  Treasurer". 

(25 )  The  Irrigation  Act  is  amended  in  section  43 

(a)  in  subsection  (I)  by  striking  out  "Provincial  Auditor  or  his 
nominee"  and  substituting  "Auditor  General",  and 

(b)  by  repealing  subsection  (2)  and  substituting  the  following: 
(2)  The  Auditor  General  is  the  auditor  of  a  board. 

( c)  by  repealing  subsections  ( 3)  and  ( 4). 

( 26 )  The  Irrigation  Land  Manager  A  ct  is  amended 

(a)  by  repealing  section  1 1(1)  and  substituting  the  following: 

Auditor  11(1)  The  Auditor  General  is  the  auditor  of  the  Land 

Manager. 

(b)  in  section  12  by  repealing  clause  (b)  and  substituting  the 
following: 

(b)  audited  financial  statements. 

(27)  The  Legislative  Assembly  Act  is  amended  in  section  I4(3)(b) 
by  striking  out  "Provincial  Auditor"  and  substituting  "Provincial 
Treasurer". 
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(a)  by  repealing  section  19  and  substituting  the  following: 


Annual  19(1)  The  fiscal  year  of  the  Board  is  the  period  from 

statements  April  j  t0  March  31  next  following. 

(2)  After  the  end  of  a  fiscal  year  the  Board  shall 
prepare  a  balance  sheet  and  statement  of  results  of 
operations. 

(3)  The  Auditor  General  is  the  auditor  of  the  Board. 

( b)  by  repealing  section  25(2)  (b)  and  substituting  the  folio  wing: 
(b)  the  audited  financial  statements  of  the  Board, 

(c)  by  repealing  section  25(4),  and 

(d)  in  section  26(1)  by  striking  out  ",  as  certified  by  the 
Provincial  Auditor,". 

(29)  The  Local  Authorities  Board  Act  is  amended  by  repealing 
section  83  and  substituting  the  following: 


Auditor  83  The  Auditor  General  is  the  auditor  of  the  Board. 

(30)  The  Natural  Gas  Price  Administration  Act  is  amended  by  strik- 
ing out  "Provincial  Auditor"  wherever  it  occurs  in  the  following 
provisions  and  substituting  "Auditor  General": 

section  16(9)  (b)  and  (10); 

section  17(7) (b)  and  (8). 

(31)  The  Natural  Gas  Pricing  Agreement  Act  is  amended  by  strik- 
ing out  "Provincial  Auditor"  wherever  it  occurs  in  the  following 
provisions  and  substituting  "Auditor  General" : 

section  15(9) (b)  and  (10); 

section  16(7) (b)  and  (8). 

(32)  The  Northland  School  Division  Act  is  amended  by  repealing 
section  7  and  substituting  the  following: 

Auditor  7  The  Auditor  General  is  the  auditor  of  the  board. 

(33)  The  Oil  Sands  Technology  and  Research  Authority  Act  is 
amended  by  repealing  section  12  and  substituting  the  following: 

Auditor  12  The  Auditor  General  is  the  auditor  of  the  Authority. 
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( 34 )  The  Pension  Benefits  A ct  is  amended  by  repealing  section  8. 


(35)  The  Petroleum  Marketing  A  ct  is  amended 


(a)  by  repealing  section  10  and  substituting  the  following: 

\udiioi  10  The    Auditor   General    is    the   auditor    of  the 

Commission. 

(b)  in  section  11(1)  by  striking  out  "of  its  financial  transac- 
tions during  the  period". 

(36)  The  Alberta  Property  Tax  Reduction  Act  is  amended  in  section 
25(d)  by  striking  out  ",  the  Provincial  Auditor". 

(37)  The  Provincial  General  Hospitals  Act  is  amended 

(a)  in  section  14(2)  by  striking  out  "for  certification  of  the 
Provincial  Auditor"  and  substituting  "for  audit  by  the  Audi- 
tor General", 

(b)  in  section  14(3)  by  striking  out  "Provincial  Auditor"  and 
substituting  "Auditor General",  and 

(c)  in  section  15(2)  by  striking  out  "the  statements  prepared 
pursuant  to  section  14,  subsection  (2)  and  certified  by  the 
Provincial  Auditor,"  and  substituting  "the  audited  financial 
statements". 

(38)  The  Public  Contributions  Act  is  amended  in  section  9  by  strik- 
ing out  "Provincial  Auditor"  and  substituting  "Provincial 
Treasurer". 

(39)  The  Public  Service  Act  is  amended  in  section  3(2)  by  striking 
out  "Provincial  Auditor"  and  substituting  "Auditor  General". 

( 40 )  The  Public  Trustee  A  ct  is  amended  by  repealing  section  42. 

(41)  The  Racing  Commission  Act  is  amended  by  repealing  section 
10  and  substituting  the  following: 

•\ud,t.,r  10  The  Auditor  General  is  the  auditor  of  the  Commission. 

(42)  The  Recreation,  Parks  and  Wildlife  Foundation  Act  is 
amended  by  repealing  section  II  and  substituting  the  following: 

\udii„r  1 1   The  Auditor  General  is  the  auditor  of  the  Foundation. 

(43)  The  Research  Council  Act  is  amended  by  repealing  section  16 
and  substituting  the  following: 

vuditoi  16  The  Auditor  General  is  the  auditor  of  the  Research 

Council. 
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(a)  in  section  18(1)  by  striking  out  "Provincial  Auditor"  and 
substituting  "Minister", 


( b)  by  repealing  section  18(1) (b)  and  substituting  the  following: 

(b)  shall  submit  the  statement  to  the  Auditor  General 
for  auditing. 

(c)  in  section  18(2)  by  striking  out  "statement  referred  to  in 
subsection  (1)"  and  substituting  "audited  financial 
statement". 

(45)  The  Teachers'  Retirement  Fund  Act  is  amended  by  repealing 
section  11  and  substituting  the  following: 

Auditor  11(1)  The  Auditor  General  is  the  auditor  of  the  Board. 

(2)  The  Board  shall  make  an  annual  report  to  the  Minister 
which  shall  include  the  audited  financial  statements  and  such 
other  statements  and  reports  as  the  Lieutenant  Governor  in 
Council  may  require. 

(46)  The  Treasury  Branches  Act  is  amended  by  repealing  section  14 
and  substituting  the  following: 

Annual  14  The  Minister  shall  as  soon  as  practicable  after  the  end 

of  a  fiscal  year  prepare  financial  statements  for  the  Fund 
showing  the  financial  position,  results  of  operations  and 
changes  in  financial  position,  during  that  fiscal  year,  and 
those  statements  shall  be  included  in  the  public  accounts. 

(47)  The  Ultimate  Heir  Act  is  amended  in  section  6(6)  by  striking 
out  "Provincial  Auditor"  and  substituting  "Auditor  General". 

(48)  The  Universities  Act  is  amended  by  repealing  section  46  and 
substituting  the  following: 

Alitor  46  The  Auditor  General  is  the  auditor  of  a  board. 


(49)  The  University  of  Alberta  Hospital  Act  is  amended 

(a)  in  section  1 1(1)  by  striking  out  "for  the  certification  of  the 
Provincial  Auditor"  and  substituting  "for  audit  by  the  Audi- 
tor General", 

(b)  by  repealing  section  1 1(2)  and  substituting  the  following: 
(2)  The  Auditor  General  is  the  auditor  of  the  Board. 

(c)  by  repealing  section  12(2)  and  substituting  the  following: 
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(2)  The  report  shall  contain  the  audited  financial 
statements. 

(50)  The  Wheat  Board  Money  Trust  Act  is  amended  by  repealing 
section  10  and  substituting  the  following: 

Auditor  1 0  The  Auditor  General  is  the  auditor  of  the  Trust. 

(51)  The  Workers'  Compensation  Act  is  amended  in  section  62  by 
repealing  subsection  (1)  and  substituting  the  following: 

Auditor  62(1)  The  Auditor  General  is  the  auditor  of  the  Board. 


commencement    33(1)  This  Act,  except  section  32(30),  comes  into  force  on 
April  1,  1978. 

(2)  Section  32(30)  comes  into  force  on  a  date  to  be  fixed  by 
Proclamation. 
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